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Preface

Each year, Gao’s work contributes to many legislative and executive
branch actions that result in significant financial savings and other
improvements in government operations. Some, but not all, are identified
through GAO’s system for periodically following up to determine the status
of actions taken on the recommendations made in its audits and
evaluation reports. About 3 out of 4 recommendations made over the past
b5 years have been implemented.

This report includes issue area summaries highlighting the impact of ca0’s
work and associated key open recommendations. It also includes a set of
computer diskettes with details on all open recommendations. This
information should help congressional and agency leaders prepare for
upcoming appropriations and oversight activities and stimulate further
actions to achieve the desired improvements in government operations.

The diskettes have several menu options to help users find information
easily. For example, a user may search for an open recommendation by
using product numbers, titles, dates, names of federal entities,
congressional committees, or any other word or phrase that may appear in
the report. Instructions for operating the electronic edition have been
enclosed with the disks inside the front cover and are listed in appendix 1
of this publication.

The name and telephone number of the GA0 manager to contact for
information or assistance about a product is included on the diskettes.
Information or questions not related to a specific product or
recommendation should be referred to GA0’s Office of Congressional
Relations on 202/512-4400.

Copies of complete GAO printed products may be ordered by calling
202/512-6000 or by facsimile at 301/258-4066.

For information on how to access GAO reports on the INTERNET, send an

e-mail message with “info” in the body to:

info@www.gao.gov
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Chapter 1

Improving National Security and
International Affairs Programs

A cquisition, POliCY, GAO Contact: David E. Cooper, 202/512-4587

Technology, and
Competitiveness Issue
Area (Budget
Function 050)

Impact of GAO’s Work Each year, the Department of Defense (DoD) spends about $118 billion on
goods—ranging from military weapons to computers to everyday
commodities—and a wide array of services. New budgetary realities are
accelerating demands for fundamental changes in DOD’s acquisition system
as a prerequisite to making it a more efficient purchaser.

A number of initiatives are underway in DOD to make it a “world class
buyer.” For example, efforts are underway to downsize the acquisition
workforce, streamline and simplify the regulations governing defense
acquisition, reengineer oversight and management systems and processes,
reduce or eliminate nonvalue-added regulatory requirements, and employ
best practices in the development and production of major weapon
systems. All of these efforts are aimed at maintaining a technologically
superior military capability at an affordable price.

During fiscal year 1995, we continued to focus our evaluations on DOD’s
efforts to improve its acquisition process. In our reports and testimony, we
highlighted the high cost of DOD’s unnecessary reliance on military
specifications and standards in acquiring new weapon systems. We also
reviewed DoD’s efforts to implement the Federal Acquisition Streamlining
Act of 1994 and expressed concern about the lack of a well-defined
architecture and overall strategy for implementing the Federal Acquisition
Computer Network (FACNET). Finally, we examined the Army’s purchase of
a new training helicopter, which the Army cited as an early example of
success in streamlining its acquisition system.

Another outcome of recent defense budget reductions is the acceleration
of defense industry mergers and acquisitions. DOD is paying a large share of
the costs of restructuring activities with the expectation that it will
ultimately recoup benefits exceeding those costs. In addition, the declining
industrial and technology base is increasing congressional concerns that
costly weapon systems must be built to sustain pockets of industrial base
production and technology capabilities.
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Chapter 1
Improving National Security and
International Affairs Programs

In our reports and testimony, we highlighted issues related to (1) DoD’s
efforts to ensure that the critical technology and production capabilities
needed for both short- and long-term national security will be available,

(2) the continuing mergers and acquisitions in the defense industry, and
(3) the government’s infrastructure for and management of defense-related
science and technology, particularly Federally Funded Research and
Development Centers.

Our work has shown that DOD overpaid contractors millions of dollars.
Sound financial controls are critical to ensuring that pobp effectively
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manages contracts and that taxpayers’ funds are disbursed properly. We
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Accounting Service (DFAS) in Columbus, Ohio—the principal DOD contract
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contractors. Our examination of $392 million of the $751 million returned
by coniractors disclosed that about $305 miilion, or about 78 percent,
represented overpayments by the government. DFas-Columbus overpaid
contractors principalily because it (1) paid invoices without considering
previous progress payments or (2) made duplicate payments. The majority
of these overpayments were detected by the contractors rather than the

government.

Subsequently, we examined the records of a group of large and small
defense contractors to identify both overpayments and underpayments.
We found that 374 business units representing 82 large defense contractors
and 57 small contractors reported about $232 million in outstanding
overpayments and about $626 million in underpayments. These
contractors generally followed up to collect underpayments but did not
always return overpayments unless instructed to do so.
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of significant errors in its automated payment records. Thus, incorrect
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collecting $84 million in overpayment cost the government about
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We recommended that DoD mobilize available DOD contract, financing, and
audit resources to identify, verify, and correct payment discrepancies
identified in contractors’ records. pDoD told us that various actions were
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Chapter 1
Improving National Security and
International Affairs Programs

underway or planned fo reduce payment discrepancies and to use
contractor records to facilitate reconciliations. (GAO/NSIAD-94-245 and
GAO/NSIAD-96-8)

Our work has also shown that unclear lines of jurisdiction among federal
agencies responsible for stealth-related commodities and technology may
lead to the inappropriate export of militarily sensitive stealth items.
Stealth technology greatly improves the effectiveness of military weapons
and forces and, as such, is highly sensitive for national security reasons.
Some stealth-related materials and processes also have civilian
applications, making it difficult for the United States to control exports
and further dissemination of the commodities and to retain leadership in
stealth technology. Thus, we recommended that the Secretary of State,
with the concurrence of the Secretary of Defense and in consultation with
the Secretary of Commerce, clarify the licensing jurisdiction for all
stealth-related commodities and technologies. We also recommended that
the Secretary of Commerce revise licensing referral procedures on all
stealth-related items on the Commerce Control List to ensure that
Commerce refers all applications for the export of stealth-related
commuodities and technology to oD and State for review unless the

Secretaries of Defense and State determine their review is unnecessary.
(GAO/NSIAD-95-140)
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Management Issue
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Improving National Security and
International Affairs Programs

GA0 Contact: David R. Warren, 202/512-8412
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managers face many challenges as they strive to streamline operations,
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their missions in a constrained fiscal environment.

Our overall strategy for Defense Management and NASA issues is to identify
innovative, efficient, and cost-effective approaches for managing pob and
NASA operations as well as opportunities for reducing infrastructure costs.
Our work focuses on identifying opportunities for reengineering and
streamlining Defense and NASA operations through new processes and best
management practices and, where appropriate, privatization of functions
and activities. Our goal is to identify opportunities to save money, achieve
management efficiencies, and improve results.

Although DOD recognizes the need to reengineer and streamline its
operations and infrastructure, cultural changes are needed to overcome
long-standing problems and to decrease costs, particularly in the areas of
inventory management and installation support activities. For example,

infrastructure costs accounted for $160 billion (59 percent) of DOD’s ﬁscal

year 1994 budget, DOD anticinates that savings and efficiencies will be
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consolidation of functions. Our work has shown that best practices in the
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NASA's budget continues its downward trend. In such an environment, NASA
needs to make its projects affordable by identifying and implementing
more efficient management practices, developing a more efficient
infrastructure, improving its oversight of contractors, and entering into
domestic and international arrangements that allow for the sharing of
development costs and risks with others. NASA also needs to make its
research results more relevant and available to other sectors of the U.S.
economy.
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Chapter 1
Improving National Security and
International Affairs Programs

Key areas we focused on in fiscal year 1995 included assessing pDoD’s base
closure and realignment process, the transition of former bases to civilian
use, depot maintenance workloads, inventory management, and
opportunities to save money and achieve management efficiencies by
implementing best management practices. We also addressed unfunded
liabilities facing DOD, including environmental cleanup costs at bases being
closed and the disposal of the chemical weapons stockpile. Regarding
NAaSA, we focused on issues dealing with the affordability and cost,

schedule, and performance of major programs such as the space station,
shuttle, and Earth Observing System.

Key Open
Recommendations

To achieve management improvements, operational efficiencies, and
dollar savings, DOD and NASA need to take action on the following key
recommendations.

To ensure that boD’s medical prime vendor programs are more
consistently and aggressively applied, we recommended a number of
actions to enhance the partnership between DOD medical facilities and the
prime vendors, further reduce inventory layers in the DOD system, and
bring military medical facilities closer to the levels of success achieved by
progressive private sector hospitals. The recommended actions included
integrating the vendor into day-to-day supply operations and using the
vendor’s expertise to improve inventory management operations.
{(GAO/NSIAD-93-173)

To help resolve environmental cleanup issues at military bases that are
being closed and realigned, we recommended that pob (1) develop an
environmental program cost estimate that reflects the total financial
irpact of realignment and closure actions, (2) limit the approval of sites
for high priority cleanup, and (3) develop standards for assessing the
program’s progress. { GAO/NSIAD-95-70)

On the basis of our analysis of pop’s 1995 military base closure and
realignment process and recommendations, we made a number of
recommendations to improve future rounds, including identifying and
making policy decisions that would result in further reductions in
infrastructure prior to beginning the process. (GAO/NSIAD-95-133)
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Military Operations
and Capabilities Issue
Area (Budget
Function 050)

Chapter 1
Improving National Security and
International Affairs Programs

GAO Contact: Mark E. Gebicke, 202/512-5140

Impact of GAO’s Work

During fiscal year 1995, we (1) reviewed DOD’s proposed fiscal year 1996
funding for operations and maintenance to identify potential budget
reductions; (2) assessed several key military capabilities, including U.S.
and South Korean capabilities to defend Korea, DoD capabilities to detect
and clear unexploded ordnance, and the capabilities of medical forces;

(3) reviewed several DOD programs aimed at ensuring retention of a quality
force, including those related to recruiting, housing, movement of
household goods, and equal opportunity; and (4) evaluated several aspects
of DOD’s readiness to engage in military operations. We provided the
Congress with a major analysis of readiness indicators and trends from a
cross section of military units from all the services. We also reported on
the readiness of National Guard combat troops, changes in personnel
staffing over the course of the drawdown, pDob budgeting for operating
tempo and depot maintenance, and DOD joint training activities.

DOD has acted on many of our recommendations to improve readiness. For
example, DOD will now require the services to separate reserve personnel
who repeatedly fail either mission-specific or general fitness tests and has
instituted more controls to ensure the integrity of physical fitness test
results. In response to our report on readiness indicators, DOD is tracking
data on a subset of the indicators we identified and is assessing the
usefulness of this data in predicting future readiness. Based on the
readiness deficiencies we noted in the Army National Guard, bopb took
several remedial actions to ensure the reasonableness of training goals,
clarify the role of active Army advisers, and develop premobilization
training strategies for mechanized and light infantry forces,

poD also acted on our recommendations to improve efficiency in military
operations. For example, it reduced the number of flying hours during
which the C-b and C-141 airlifters are used in peacetime and agreed to
study our other suggested ways to extend these aircrafts’ service lives.
Based on our analysis of claims related to the movement of household
goods, DOD has shifted substantial claims costs from the government to the
commercial carriers. This change will provide carriers an increased
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Chapter 1
Improving National Security and
International Affairs Programs

incentive to improve their service and save DOD millions of dollars
annually.

In the inventory management area, boD directed the Army to reevaluate its
inventory levels in light of our findings that (1) installation supply
subsystems could readily fill the need for items also stocked by resident
divisions and (2) divisions retain inventories of items that are rarely
demanded by customers. Savings from reduced inventories should exceed
$100 million. Based on our finding that the services were basing inventory
levels on excessive leadtimes, DoD reduced the Defense Business
Operating Fund (DBOF) purchase authority of the Army, Air Force, and
Defense Logistics Agency by $966.8 million. Given this reduction, these
entities will be forced to reduce acquisition leadtime as we recommended
and thereby reduce their inventory levels.

The Congress has reduced the services’ and poD’s fiscal year 1995
operations and maintenance budget requests by over $1 billion. Almost
$900 million of this reduction related to specific issues identified during
our annual review. These suggested reductions were based on work that
identified potential savings in the areas of inventory management, civilian
personnel, and funding related to the defense facilities turned over to host
governments overseas. Based in part on our work, the Congress also
mandated that Dop prepare a report on the readiness of combined
U.S.-South Korean forces. This report describes U.S. and South Korean
actions to improve the combined forces’ ground warfighting capabilities.

Key Open
Recommendations

In January 1995, we reported many inefficiencies in DOD’s recruiting
program and concluded that additional funding might not improve the
quality of personnel recruited. For example, we found that 50 percent of
all recruiting offices accounted for only about 13.5 percent of all new
recruits. We also found that recruiting challenges were overstated in that
poD had met its recruiting goals over the course of the drawdown, recruit
quality had actually increased, and the recruiting pool was expected to
grow steadily through the year 2000. We recommended that rather than
increase funding for recruiting, pop (1) develop a more cost-effective mix
of recruiters and advertising, (2) streamline its recruiting bureaucracy by
eliminating management layers, (3) encourage consolidation of recruiting
offices, and (4) close unproductive recruiting offices. Adopting our
recommendations would lower costs and improve efficiency without
jeopardizing the effectiveness of the recruiting program. (GAO/NSIAD-95-22)
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Chapter 1
Improving National Security and
International Affairs Programs

Substantial savings and other operational benefits could accrue if bop

P [ J . (3 B LS. PR L

were to identify and replace military support positions with civilians, In
our October 1994 report, we showed major differences among the services
in the percentage of positions in specific support fields that were filled by
civilians. Our analysis showed that civilians could be used for up to
147,000 military positions DoD-wide at an estimated savings of

$2 billion—the savings that would result if a comparable number of
military positions were removed from the force. In a mandated report to
the Congress, DOD reported on an occupational analysis of its workforce
and concluded, as we did, that civilians could be used for many positions.
However, DoOD does not plan to make such conversions until the drawdown
is completed on the grounds that it would be counterproductive to
increase civilian positions while the total workforce continues to decline.
Our position is that the sooner these identified positions can be converted,
the sooner these savings can be realized. (GAO/NSIAD-95-5)
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National Security
Analysis Issue Area
(Budget Function 050)

Chapter 1
Improving National Security and
International Affairs Programs

GAO Contact: Richard A. Davis, 202/512-3504

Impact of GAO’s Work

DOD faces many critical issues in implementing the nation’s national
security policy with a smaller fighting force to respond to post-Cold War
national security needs. boD’s forces must be maintained in a high state of
readiness and capability and be modernized in an environment of tight
budgets and concern over balancing the budget. DOD must overcome
diverse obstacles as it seeks the right balance. Our reports and testimonies
have been used extensively by the Congress in its oversight of budget,
force structure, peacekeeping, modernization, and intelligence issues.

We assisted the Congress in its efforts to evaluate poD’s budget and the
reasonableness of the future years defense program (rYpp). For example,
we testified on the major funding assumptions underlying DoD’s fiscal
years 1995-99 rypp. We stated that the FYDP contained a substantial amount
of cost risk, with potential overprogramming exceeding $150 billion. We
also reported on the level of spending in the FYDP on programs not directly
related to defense—about $13 billion to $15 billion. We subsequently
reviewed the fiscal years 1996-2001 rYDpP and reported that it was
considerably different from the previous FYDP in that the total defense
program increased by about $12.6 billion in the four common years of both
plans and that there was a considerable shift from procurement to other
accounts.

We helped the Congress evaluate DOD’s downsizing plans by analyzing the
assumptions underlying force structure decisions and assessing alternative
ways to accomplish missions. For example, we examined the key
assumptions underlying pOD'’s bottom-up review of the nation’s defense
needs to determine whether they reasonably supported poD’s conclusion
that the projected force, with capability improvements, can execute the
stated military strategy. We reported that pDoD had not fully analyzed key
bottom-up review assumptions about the availability of forces, supporting
capabilities, and enhancements to those capabilities that it concluded
were necessary for executing the strategy. We further reported that some
of DoD’s assumptions were questionable. We also reported on options for
augmenting wartime support capability by using Army National Guard
divisions.
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Chapter 1
Improving National Security and
International Affairs Programs

Our reviews of peacekeeping issues have increased congressional
information on how these types of operations affect boD’s military
operations and resources. For example, we reported that peace operations
have heavily stressed some U.S. military capabilities, including certain
Army support forces and specialized Air Force aircraft. We further
reported that extended participation in multiple and/or large-scale peace
operations could impede the services’ timely response to major regional
conflicts. Since peace operations can have a major impact on DOD’s annual
spending plans, we reported on the cost of peace operations in fiscal years
1994 and 1995 and the adequacy of funding in fiscal year 1994 to cover
reported costs. To assist the new Congress we also summarized our past
and ongoing work in a report on U.S. and United Nations activities in
support of peace operations.

We have provided information to the Congress on the modernization of
weapons systems. For example, we testified and reported on the Navy's
shipbuilding programs and the planned F-14 upgrade. We concluded that
the Navy could defer planned construction of a new aircraft carrier
without adversely affecting its force structure objectives. We also reported
that there were alternatives for a more affordable attack submarine force
structure and testified that building the Seawolf submarine was
unnecessary. We also reported that the planned F-14 upgrade was not
justified. The Congress subsequently reduced the program by $400 million.

We have assisted the Congress in its decision-making on intelligence
issues. For example, we reported on efforts to reorganize defense
intelligence and support military operations and on signal intelligence
matters.

Key Open
Recommendations

We made several recommendations to DOD to overcome its budgetary and
force structure problems. We recommended that the Secretary of the
Army consider the merits of restructuring one or more of the latest
deploying National Guard combat divisions to provide additional
personnel spaces to (1) round out active divisions at the battalion and
company levels and (2) add reserve support units to the Army’s force. We
subsequently recommended the Army identify other ways to more
productively use the National Guard to support the active Army.
(GAO/NSIAD-93-80 and GAO/NSIAD-95-80)

We also made several recommendations to the Secretary of Defense to
seek consolidation of North Atlantic Treaty Organization (NATO) nuclear
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Improving National Security and
International Affairs Programs

bases and storage sites and to obtain greater host nation support from the
NATO allies. {GAO/NSIAD-94-84)
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Impact of GAO’s Work

The U.S. armed forces’ technologically advanced weapon systems have
been seen as a major factor in U.S. military success. Our technological
superiority was emphasized as the strength we needed to meet the
numerically superior Warsaw Pact. The need to maintain this edge even
after the collapse of the Soviet Union and the dissolution of the Warsaw
Pact has been a constant theme of the services and pop. However, the
long-range cost of acquiring the advanced systems that the services see as
needed is staggering—especially as defense budgets shrink.

In response to congressional interest in reducing unneeded expenditures,
we continued in fiscal year 1995 to evaluate requirements for and the
economy, efficiency and effectiveness of planned acquisitions of major air,
sea, ground, space, missile, electronic warfare, and command, control,
communication, and intelligence systems. In addition, to assist the Senate
and House Appropriations Committees, the Senate Armed Services
Committee, and the House National Security Committee, we conducted
specific budget analyses that identified about $2.4 billion in potential
reductions/rescissions and restrictions in the fiscal year 1996 and prior
year procurement and research, development, test, and evaluation
budgets. We also identified about $125 million in potential reductions in
the ammunition budget.

We continued our work in support of congressional deliberations on the
B-2, F-22, C-17, and B-1B aircraft. For example, we identified $48.7 million
in specific reductions in the C-17 budget for initial spare parts and found
that as much as $10 billion could be saved by buying a mixed fleet of C-17s
and commerecial freighters.

Our work on DOD space programs has resulted in recommendations for
changes that could reduce program costs by about $3 billion.

Our sea systems work has contributed to the restructuring and combining

of the National and International Surface Ship Torpedo Defense Programs
and a planned reduction in program expenditures of about $1.4 billion.
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During our work on unmanned aerial vehicles, we found that pop plans to
proceed to production before adequately testing a new system. We
recommended that the Secretary of Defense change the maneuver
system'’s acquisition strategy to ensure that sufficient operational testing
will have been done before low-rate production is initiated. This testing
should demonstrate that the system can achieve its primary mission and
meet performance and suitability requirements.

Key Open
Recommendations

In August 1993, we reported on the Army’s procurement of medium
tactical trucks—the 2.5-ton and 5-ton payload classes. The original
procurement plan called for replacing about 120,000 trucks over 15 years
at a cost of over $17 billion. Because the plan to stretch out the
procurement over 30 years was not practical, we recommended that the
Secretary of the Army not proceed to full-rate production until a
reassessment of the plan was complete. The Army now plans to do a full
program assessment during fiscal year 1996. We subsequently found that
the Army planned to increase the number of vehicles authorized for
low-rate initial production. We recommended that the Army cancel plans
to modify the contract and delay the planned production increase until the

system has successfully completed operational testing. (GAO/NSIAD-93-232
and GAO/NSIAD-95-77R)

Our analysis of the C-17 program showed that significant savings were
possible through the acquisition of a mixture of C-17s and commercial
freighters instead of 120 C-17s. We recommended that the Secretary of
Defense establish specific cost, schedule, and performance criteria to
evaluate improvements in the contractor’s performance to help make an
informed decision whether to continue the program. We also
recommended in a subsequent report that the Congress not support the
C-17 program beyond the minimum number needed to fulfill unique
military requirements. (GAO/NSIAD-94-141 and GAO/NSIAD-95-26)

During our review of the Advanced Field Artillery System, we found that
the Army plans to proceed to the next stage in development, even though
it had not corrected identified problems. The system uses a technology
that cannot currently meet its required rate of fire. We recommended that
the Army continue the concurrent development of the unicharge gun until
the liquid propellant gun technology has been successfully demonstrated
in live-fire tests and postpone the artillery system integration until it
makes a decision whether to proceed with the liquid propellant or
unicharge gun. (GAO/NSIAD-95-25)
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In our work on the F-22 aircraft, we found that the program involves a high
degree of concurrency despite the degree of inherent technical risk. The
F-22 will enter production well before commencement of initial
operational test and evaluation. We recommended that the Air Force
reduce the degree of concurrency and limit low-rate initial production to
six to eight aircraft a year. (GAO/NSIAD-95-59)
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Impact of GAO’s Work

The effective and efficient use of information resources is essential to the
agencies that we audit—DOD, NASa, the State Department, and USAID.
These agencies spend about $40 billion annually—75 percent of the federal
government’s expenditures for computers and software—for everything
from automated business and financial systems, to computer systems
embedded in space and weapons platforms.

This investment in technology is critical if these agencies are to

(1) streamline operations and downsize, (2} strengthen financial
accountability and control, and (3) maintain world leadership in space and
weapons technology. However, the benefits available through the effective
use of technology are not being achieved. Automated systems are not
being effectively implemented, technology dollars are not being wisely
spent, and the military components are still working more independently
than need be. This not only increases costs, but undermines the ability of
these agencies to effectively and efficiently accomplish their missions.

Over the past year, our work has heightened the awareness of the
Congress and agency management to the severity of the problems they
face. Our accomplishments include the following.

Using our prior DBOF work as a basis, the National Defense Authorization
Act for Fiscal Year 1995 directed the Secretary of Defense to submit to the
congressional defense committees a report on the progress made in
implementing the September 1993 DBOF Improvement Plan. In March 1995,
we reported that after 3 years of effort, oD continued to have problems in
effectively operating the $77 billion entity and little progress had been
made in resolving the long-standing problems that hinder the operations of
DBOF. Specifically, we found that DOD has not (1) developed a process to
ensure that DBOF's policies are consistently implemented, (2) improved the
accuracy and reliability of DBOF's systems, (3) improved the accuracy of
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DBOF’s monthly financial reports, (4) adequately managed DBOF’s cash, and

(56) developed performance measures and goals. Acting upon the results of
our work, the Congress reduced Defense’s fiscal year 1995 budget request

by approximately $200 million.

Our work on poD disbursements has helped the Congress better
understand the magnitude of Dop’s lack of adequate financial controls over
its disbursement operations. For years, DoD had successfully downplayed
the seriousness of its disbursing problems until our work disclosed that
the Department could not adequately account for and report on over

$25 billion of payments it had made to contractors. After we identified the
seriousness of the problem, the Congress enacted legislation to strengthen
controls over DOD’s payments to contractors. In addition, bob has
numerous initiatives underway and planned to address our findings,
conclusions, and recommendations. When fully implemented, these
initiatives will significantly improve financial management within pop.

Our pBoOF, disbursement, and reengineering work were key ingredients of
the testimonies presented to the Senate on DoD’s efforts to reform its
financial management operations. The successful implementation of these
reform efforts will play a critical role in making sure that every possible
defense dollar goes toward maintaining the readiness of the fighting force
while reducing the costs of Dob’s support operations. The results of our
pOoD financial management work were highlighted in several congressional
committee reports on pob’s fiscal year 1996 budget process.

Our work at the State Department resulted in significant improvements in
the agency’s information resources management (IRM) operations. For
example, consistent with our recommendation, State has established an
executive level board of senior officials to review proposed information
technology investments. State is also inifiating a departmentwide planning
process to better integrate the IrRM planning and budgeting functions.

Our reviews of DOD and governmentwide telecommunications issues were
highly influential in improving two major programs. For example, our
work on the Defense Information Systems Network contributed to pop
taking steps to reassess and to adequately identify its requirements.
Further, our testimony on planning for the Post-FTS 2000 acquisition
identified 8 key issues that the General Services Administration (Gsa)
needs to address before the final requests for proposals are released.
These issues were widely endorsed by industry and government officials
as central to the success of this multibillion dollar program.
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DOD’s continuing difficulties in managing automated information systems
were the impetus for our review of its management controls and
performance measures. We evaluated DOD’s report to the Congress, which
discussed poD's new performance measures. Our review disclosed that the
measures were inadequate because they did not effectively measure the
benefits, or outcomes of modernizing, operating, and maintaining the
systems. As a result, the committee directed DOD to reevaluate the
reported performance measures and to develop acceptable, precise
performance measures to effectively measure the benefits, in terms of
dollars and contribution to mission performance, of implementing
migration systems, establishing data standards, and improving processes.

DOD continues to have great difficulty in managing the development,
acquisition, and support of computers and software embedded in weapons
systems. The effectiveness with which poD manages its $20+ billion annual
investment in software often determines the success or failure of today’s
major weapons acquisition programs. Our work this year on the C-17
aircraft, the B-1B Bomber, and the Comanche helicopter continued to
chronicle the software problems plaguing these programs and helped
focus congressional and top-Defense management attention on this
important, but often neglected area. In order to leverage our resources, we
will continue to work with pop, the Software Engineering Institute, the
Software Program Managers Network, and others to help improve
software acquisition management practices. We expect these improved
practices to increase software quality and reduce costs in future
acquisitions.

Our 1994 report on the Navy's TAC-4 computer procurement identified
opportunities to significantly improve the acquisition. In following up our
report this year, we noted that the contract was awarded in January 1995
at significantly less cost than originally projected. Our overall work on the
TAC-4 procurement resulted in increased competition, improved contract
administration, and a cost avoidance of more than $900 million over the
6-year life of the contract.

Our recent work on pob’s Depot Maintenance Standard System resulted in
adjustments to DOD’s migration systems strategy to take advantage of
commercial off-the-shelf technology and cut implementation time frames
for this important readiness-related program. We are currently working
with DOD to evaluate plans for expanding the Automated Systems
Demonstration project at Warner-Robbins Air Force Base to other high
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priority areas in materiel management and transportation, thereby gaining
near-term benefits and return on investment in military readiness areas.

Our review of DOD’s administrative travel processes concluded that bop
was spending about 30 percent of each travel dollar on administrative
expenses while well-run organizations spent less than 6 percent. We
concluded that boD’s travel processes could be reengineered with a
resulting savings of several hundred million dollars per year with
increased levels of service for the traveler. DD now has 30 pilot projects
to test new ways of administering travel and expects to have new
processes in place over the next 2 years.

Key Open
Recommendations

One of the benefits poD cited in the establishment of DBOF was that the
central management of cash at the Office of Secretary of Defense
{Comptroller) level would result in a reduction in the amount of cash
needed for day-to-day operations. However, on February 1, 1995, the
management of cash and related Antideficiency Act limitations was
returned to the military service and Defense component level. This change
is a major departure from the benefits of a single cash balance and could
result in DBOF cash requirements increasing. We recommended that bop
reverse its decision. The House National Security Committee has proposed
legislation requiring that the management of DBOF cash be returned to the
Office of the Secretary of Defense. (GAO/AIMD-95-80)
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Impact of GAO’s Work

U.S. national security and foreign affairs policies and objectives continue
to come under scrutiny in recognition of continuing global change and the
corresponding need to reassess the extent to which military, polifical, and
economic activities serve U.S. interests. Federal budget constraints have
further reinforced the need to reexamine the foreign affairs infrastructure,
program priorities, and management performance. In fiscal year 1995, our
work focused on foreign affairs management, the efficiency and
effectiveness of bilateral assistance programs, and expenditures of
international organizations to which the United States is a major
contributor.

To assist the Congress in its oversight responsibilities and have a
significant impact on major aspects of the U.S. government’s foreign policy
and economic assistance organizations, we completed comprehensive
assessments of U.S. arms control efforts, assistance to the former Soviet
Union, U.S. involvement in various peacekeeping operations, and U.S.
antinarcotics programs. We also completed work to identify cost savings
opportunities in the Department of State's overseas operations. In
addition, we examined some of the key programs and activities of the U.S.
Agency for International Development (USAID).

We issued several reports on assistance to the former Soviet Union
successor states to promote economic change and development and the
destruction of weapons of mass destruction. Our review of assistance to
the successor states resulted in the first comprehensive inventory of U.S.
government programs, thereby enabling the Congress to understand the
full magnitude of the programs of 23 agencies as it considers the level of
future support. Similarly, our assessment of the multibillion dollar
weapons destruction program for the former Soviet Union led to improved
planning by DoD, strengthened congressional oversight, and resulted in a
significant reduction in funds appropriated for this program.

Our work on United Nations peacekeeping documented the many
problems encountered in missions in Cambodia, Bosnia, Somalia, Haiti,
and elsewhere; detailed U.S. costs of some of these operations; and
showed that the existing cost-sharing formula results in the United States
paying a large share of multilateral peacekeeping costs. We facilitated
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discussions between the State Department and DOD on ways to better
coordinate the military and humanitarian components of peacekeeping.
Our reports and briefings contributed to the congressional debate over
U.S. participation in these operations. Additionally, the United Nations has
taken steps to improve its logistics operations and internal coordination
based on the lessons learned that we identified.

From our examination of U.S. bilateral assistance, we identified programs
that are not achieving their intended objectives as well as significant
management weaknesses. An example of one of these programs is
USAID’s Housing Guarantee Program, a key component of the overall
foreign aid program. During a fundamental assessment of the program, we
found that it was not achieving the desired outcomes and was costing the
United States millions of dollars, with a potential unfunded liability of
more than $1 billion.

In our report on the U.S. military presence in Honduras, we identified
obsolete missions and excessive military resources. We questioned
whether the U.S. military presence in Honduras was needed and
recommended that poD reduce the U.S. military presence to levels
necessary to support antidrug activities. The Department accordingly
reduced the level of military personnel and equipment and revised its
mission to meet post-Cold War needs. These actions will result in savings
of several million dollars.

Our report on overseas diplomatic presence provided comprehensive,
accurate, and previously unavailable data on staff levels and costs. The
report has become a reference document and is being used by the
President’s Management Council as it looks for ways to streamline
government operations overseas.

Key Open
Recommendations

We recommended that the Congress terminate AID’s Housing Guaranty
Program. We also recommended that if the Congress chose not to
terminate the program, the AID Administrator take action to minimize the
program’s financial impact on the U.S. budget deficit by (1) withholding
future loan disbursements from borrowers that have repeatedly
rescheduled debt repayments and (2) increasing program revenues by
revising the fee structure. (GAO/NSIAD-95-108)

We recommended that the State Department develop a fully integrated,
objective, quantifiable staffing methodology to help ensure a sound basis
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for allocating personnel resources in line with U.S. interests overseas.
. (GAO/NSIAD-94-228)

We recommended that the Departments of Treasury and State sell certain
properties in Tokyo and that State prepare a plan identifying how other
properties can be used to meet the Embassy's current and future needs.
(GAO/NSIAD-95-73)
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Impact of GAO’s Work

The strength of the U.S. economy in the new global marketplace is the
dominant theme of domestic and international economic policy. The major
concern over how government affects the U.S. economy through its
policies and programs is centered on the impact on the standard of living
for U.S. citizens. Though the economy showed signs of improvement this
past year, concerns remain that the trade deficit continues to be large and
that the overall standard of living of many Americans is not improving,
despite improvements in worker productivity and the creation of a number
of new jobs. In fiscal year 1995, we continued to look at these issues in
three ways:

Reviewed multilateral and bilateral agreements and relations such as
dispute resolution under the U.S.-Canada Free Trade Agreement, the
U.S.-European Union Large Civil Aircraft Agreement, and the U.S.-China
agreements on improving market access and protecting intellectual

property rights.

Assessed how the government is organized to manage international trade
policies, programs, and activities and evaluated programs—for example,
export promotion programs—aimed at helping U.S. businesses better
participate in global markets.

Evaluated U.S. programs’ (such as the manufacturing extension programs)
policies and procedures to see how they affect overall economic
development and standards of living.

Key Open
Recommendations

In January 1992, we reported that U.S. government export promotion
programs lacked organization and funding cohesiveness. As a result, the
government did not have reasonable assurance that its export promotion
resources, which totaled $2.7 billion in fiscal year 1991, were being used
most effectively. We recommended that the Secretary of Commerce, as
Chair of the 19-member Interagency Trade Promotion Coordinating
Committee, work with other member agencies and the Office of
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Management and Budget (oMB) to (1) develop a governmentwide strategic
plan for carrying out federal export promotion programs and (2) ensure
the budget requests for these programs were consistent with their relative
strategic importance. While a strategic plan has been created, budget
priorities based on relative program import have not yet been established.
The plan was largely a list of recommendations. It did not establish truly
governmentwide priorities or reallocate funds among government
agencies in accordance with these priorities. (GAO/NSIAD-9249)

In July 1993, we identified changes needed to improve the effectiveness of
the Market Promotion Program at the U.S. Department of Agriculture
(uspaA). To ensure that program funds are used more effectively, we
recommended that the Secretary of Agriculture direct the Administrator of
USDA’s Foreign Agricultural Service (FAS) to (1) require that program funds
be used to increase expenditures for foreign market development
activities over those that would take place without the program’s support;
(2) develop criteria on the maximum length of time commercial firms can
continue to receive program funds for a particular market; (3) define the
conditions under which foreign firms would be allowed to participate in
the program to ensure that U.S. firms are not adversely affected;

(4) establish criteria and procedures for the allocation of program funds to
small and new-to-export firms; and (5) require that program applicants
submit, and that Fas periodically evaluate the accuracy of, support for
statements regarding the U.S content of brand-name products to be
promoted with program funds and the extent of the brand-name products’
U.S. processing. Fas has revised Market Promotion Program regulations in
response to the majority of our recommendations. However, insufficient
time has passed to determine whether these regulatory changes are being
implemented in a way that responds to the substance of our
recommendations. (GAO/GGD-93-125)

In December 1992, we examined the costs of the Commodity Credit
Corporation’s export credit and intermediate credit guarantee programs in
USDA. We estimated that as of June 30, 1992, the Corporation had
cumulative program costs of about $6.5 billion, or about 48 percent of its
total outstanding guarantees, and accounts receivable of $13.5 billion if
they were terminated. Past operations of the programs had incurred high
costs because the Corporation had provided a large amount of guarantees
to high-risk countries such as Iraq and the former Soviet Union.
(GAO/GGD-93-45)
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In a February 1995 related report on the Export Credit Guarantee
Program, we addressed the creditworthiness of former Soviet Union
successor states. We found that most, if not all, of the successor states
were not very creditworthy and that all should be considered at least high
risk from a creditworthiness perspective. We suggested that if the
Congress concludes that the creditworthiness of Russia or other successor
states is too risky for the United States to provide additional export credit
guarantees, and if it concludes that continued agricultural exports to the
successor states serve important U.S. economic and national security
interests, it may wish to consider authorizing additional foreign aid to
finance the sale of food. Such aid could then be weighed against other
priorities for U.S. foreign economic assistance. To reduce further
exposure of the export credit guarantee portfolio to default, we suggested
that the Congress may wish to consider limiting the total amount of
guarantees that can be issued each year to high-risk countries and the
amount that can be provided to any single high-risk country. In addition,
we suggested that the Congress may wish to consider (1)} amending the
statutory provision that precludes the Commodity Credit Corporation
from charging a fee in excess of 1 percent of the amount of the credit
guarantee and (2) requiring the Corporation to include risk-based charges
as part of its overall fee for export credit guarantees. Such fees could help
offset the cost of potential defaults to taxpayers and equalize the value of
the guarantees across all client countries. (GAO/GGD-95-60)

In a September 1994 report, we concluded that the objectives of cargo
preference requirements were not being significantly advanced when used
in U.S. food aid programs. We suggested that if the Congress continues to
support cargo preference for food aid programs and is willing to devote
resources to that end, it may wish to consider a more efficient alternative
for achieving its objectives. For example, the subsidy program, which
offsets ship operating costs, could be used to support crewed ships that
the Department of Defense finds militarily useful and could successfully
compete for U.S. foreign commercial cargos. We also suggested that if the
Congress decides to continue to apply cargo preference to food aid
programs, it may wish to consider giving U.S. shipowners incentives to
invest in more efficient ships to reduce food aid transportation costs.
(GAO/GGD-94-215)

We recommended that the Secretary of Transportation instruct the
Administrator of the Maritime Administration to promote the efficiency of
ships that carry food aid preference cargos. One way this could be done is
by calculating guideline rates based on average operating costs for all
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similarly sized ships instead of actual operating costs for each individual
ship. Such a change should reduce food aid transportation costs. We also
recommended that the Secretary of Agriculture and the Administrator of
AID take the following steps because of their potential to reduce food aid
transportation costs: (1) experiment with the use of contract terms that
are more consistent with those used for similar commercial cargos to
determine whether their use would reduce food aid transportation costs
and (2) encourage recipient countries to space their food aid shipments
more evenly throughout the year.

In June 1995, we reported that competing goals and requirements hinder
Public Law 480 title I food aid program results. We concluded that the size
and importance of the program have declined and that, as structured, the
program does not significantly advance economic or market development
objectives of the 1990 Food, Agriculture, Conservation and Trade Act
(P.1.101-624). Thus, we suggested that if the Congress wants to continue
to support these objectives and devote resources to achieving them, it may
want to consider alternative approaches to doing so. Among the
alternatives available to the Congress are (1) refocusing the program on
more specific economic and/or market development objectives by
eliminating some of the multiple and competing requirements;

(2) restructuring the program to concentrate on a single objective, such as
market development; (3) eliminating the program and transferring its
resources to existing programs with compatible purposes; and

(4) eliminating the program and replacing it with a new program or
programs unencumbered with a history of competing objectives and
outdated program requirements. (GAO/GGD-95-68)

In September 1995 we reported that rFas could benefit from better strategic
planning. We recommended that the Secretary of Agriculture direct the Fas
Administrator to (1) ensure that the strategic plan under development, the
revised long-term agricultural trade strategy, and country marketing plans
better reflect criteria described in our report, including differentiation
among priorities and appropriate measures for gauging progress and
ensuring accountability; (2) devise and implement a strategy to better
ensure that decisions on locations of overseas offices involve the
consideration of systemic and local circumstances and include an
assessment of the cost-effectiveness of the locations; (3) reevaluate FAs
workforce capacity needs for both the foreign service cadre and other
workforce components and reassess the policy that foreign service
officers spend an average of only 50 percent of their careers in overseas
posts; and (4) ensure that the commodity reporting system contributes to
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FAS sfrategic priorities; that is, reports meet the needs of external and
internal users and do not unnecessarily duplicate information available
from other sources. FAS officials generally agreed with the substance of
our recommendations and are beginning to address them. (GA0/GGD-95-225)
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Impact of GAO’s Work

About 2 years ago, the Department of Energy (DOE) and an array of science
and technology-related agencies, including the National Science
Foundation (NSF) and Commerce’s National Institute of Standards and
Technology (N1sT)—with budgets totaling about $30 billion—embarked on
a new and ambitious agenda to open their scientific laboratories and form
partnerships with industry to fuel a more competitive economy; improve
the environment by cleaning up and finding better ways to store and
dispose of nuclear and other hazardous wastes; and reduce the nuclear
dangers in a still risky and chaotic world. However, questions and
concerns about the role of government in these and other activities, as
well as of government's ability to efficiently and effectively manage them,
soon made these agencies a special target of scrutiny by a Congress with a
new mandate to reduce the budget deficit and sell or privatize various
government activities. This focus, coupled with new disclosures about the
costs of cleaning up the nuclear weapons complex—recently estimated at
$230 billion; the rising debt obligations of the Tennessee Valley Authority
(tvA) and the power marketing administrations (PMas), now close to

$50 billion; and DOE’s $100 billion system of national laboratories lacking a
clear mission, led to requests for information and analysis to help the
Congress come to grips with these and related issues.

We responded to the requests. For example, we helped the Congress
consider how to restructure DOE, as well as to frame the debate for the
broader restructuring of government. Our report calling for a reevaluation
of DOE presented a systematic framework for evaluating alternative ways
to implement each of DOE’s missions and suggested that the restructuring
of DOE be a part of a broader, governmentwide restructuring effort. In our
report on the national laboratories, we also recommended that before the
Congress could begin the process of eliminating unnecessary or
duplicative facilities, it needed first to define what it wanted the national
laboratories to accomplish. Our work contributed to DOE’s initiation of one
of the most sweeping strategic realignment in DOE’s history.

We have also contributed to the ongoing debate over the future of various
government activities. Options under consideration include selling the
entity to the private sector, contracting for the service, or forming a
government corporation to provide the service. For example:
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Our report and testimony supported management changes at the Naval
Petroleum Reserve in Elk Hills, California (NPR-1), including options for
selling it or forming a government corporation to operate it. We also
recommended ways to enhance its profitability and complement the
management changes being considered, such as by making final decisions
on ownership shares between Chevron and the U.S. government and by
eliminating the requirement that DOE operate this field to increase the
recovery of oil to the maximum as opposed to increasing profits to the
maximum. In addition, we pointed out that in the event of a sale, the
government was more likely to receive fair market value if it established a
minimum asking price. During testimony, we also questioned the rationale
for the government’s involvement in what would otherwise be the
operation of a commercial oil and gas field. Subsequently, both the House
and Senate included a provision in the 1996 Defense Authorization Act to
sell NPR-1, as well as language to make ownership shares final, eliminate
the requirement to increase the recovery of oil to the maximum, and
establish a minimum asking price before the asset is sold.

Our recent report on the privatization plan for the United States
Enrichment Corporation (USEC) provides the Congress with information it
will need during debates on whether to privatize, including the impact
such privatization would have on the Treasury. We stated that because
USEC’s privatization may set a precedent for future privatization, it needs to
be accomplished in a manner that will set the standard for ensuring that
taxpayers’ interests are protected. Moreover, because of the national
security implications and the financial complexity of the sale—and to fully
protect taxpayers’ interests—we recommended that the Congress require
the President to approve the final sale agreement and require the Secretary
of the Treasury, not USEC and its board of directors, to lead the
privatization process, including determining the sales price.

We are currently looking at the operating and financial conditions of PMas,
This work is intended to serve as a backdrop for congressional
deliberations on various bills that have been introduced in the Congress to
privatize the PMAs and TvA, as well as to transform the Bonneville Power
Administration into a government corporation.

In a related matter, we recently issued a report that alerted the Congress
about the precarious financial position of TvA. We pointed out that because
TVA is $26 billion in debt and has invested $14 billion in nonproducing
nuclear assets that have not been included in its electricity rates (called
“deferred assets”), the agency has far more financing costs and deferred
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assets than its likely competitors have, thus giving it little flexibility to
meet competitive chalienges. We reported that if TvA cannot compete
effectively and improve its financial condition, its long-term viability will
be threatened and the federal government will be at risk for some portion
of its debt. Although TvA has taken various actions and announced plans to
reduce its costs and limit its debt, our report noted that these actions may
not be sufficient over the long term and highlighted several options to

reduce the risks to taxpayers and help prepare TvA to compete in the
electricity market.

In connection with nuclear issues:

Our work on the $6 billion a year cleanup program at DOE’s nuclear

weapons complex has continued to influence decisions both in the
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This report was used by the Congress in deliberations over amendmg
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prioritization system for the cleanup program.

Our work over the past several years on DOE’s management of its program
for disposing of highly radiocactive waste from commercial nuclear power
plants has also contributed to legislative proposals and to the ongoing
debate over how to restructure the program and has spurred DOE efforts to
more efficiently manage the program. For example, we found that DOE was
spending tens of millions of dollars on efforts to begin accepting and
storing nuclear waste beginning in 1998 that had little chance of success.
At the same time, the Department was spending relatively few of its funds
directly on the real centerpiece of the disposal program itself—the
scientific investigation of Yucca Mountain, Nevada, as a candidate site for
a geologic repository. More recently, we found that DOE has not achieved

its objective of consolidating work on the repository project to reduce
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objective.

In connection with international nuclear safety, our recent testimony on
Cuba’s nuclear reactors provided the Congress with first-hand information
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on the condition of the potentially dangerous reactors being built 150
miles off our shores. In addition, we issued a report on U.S. assistance to
upgrade the Czech nuclear reactor which was widely cited during
congressional deliberations on whether to approve further assistance. Our
nonproliferation work has also contributed to congressional debate. For
example, our report on DOE’s nuclear tracking system pointed out the
limitations of that system and increased congressional oversight. And our
recently issued and forthcoming reports on the agreement between the
U.S. and the European Atomic Energy Community on the peaceful uses of
atomic energy will provide the Congress with information it needs in
considering whether to renew the agreement.

We have also contributed in other specific ways to the Congress’s effort to
reduce the budget deficit through our annual “budget scrubs.” For
example:

Over the past 3 years, we have identified carryover funding balances,
totaling almost $1 billion, that DOE did not need for numerous projects. For
example, in our fiscal year 1995 review, we found that the contractor at
DOE's Hanford Site was holding over $50 million in uncosted funds for a
tank facility that would never be built. Moreover, DOE had requested an
additional $31 million for this project in its fiscal year 1996 budget request.

At N1ST, our evaluations of the Advanced Technology Program were
instrumental in congressional appropriations proposals to eliminate the
program, a fiscal year 1996 budget savings of $491 million.

After we pointed out that DOE was experiencing problems in obtaining
suitable sites and adequate private-sector financing for the Clean Coal
Technology Program, the Congress reduced funding for this program by
$200 million.

In another case, our assistance in providing information on the Nuclear
Regulatory Commission’s (NRC) budget contributed to the Appropriations
Committee reducing NrC's budget by 10 percent ($50 million).

In our March 1995 report on addressing the deficit, we offered 13 options
related to the energy and science area for savings or additional revenues
totaling over $3 billion in fiscal year 1996 alone. Many of these options are
being actively pursued during the current budget proceedings.
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In the energy supply area, we have completed a body of work on federal
efforts to make the natural gas pipeline industry more competitive. This
work has been useful to the Congress in considering whether to roll back
the regulatory structure for this industry. In addition, our work on
alternative motor fuels, including a recent report addressing bor’s efforts
to develop advanced batteries for use in electric vehicles, identified the
many uncertainties about the costs and environmental and energy security
benefits of alternative fuels. Our input has contributed to ongoing debate
at both the federal and state levels about the use of such fuels.

Our work in the science and technology area contributed to the following
results:

Funding for the purchase of the NsF's $120 million arctic research vessel
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budgetary considerations.

NSF and the National Institutes of Health (NlH) implemented our
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universities and other organizations carrying out federal research.

The Small Business Administration (SBA) is implementing the
recommendations included in our report on the Small Business Innovation
Research program to reduce the likelihood that companies will receive

duplicate funding for research proposals from multiple federal agencies in
the future.

The Office of Science and Technology Policy has been asked to reduce
indirect costs for federally funded research at universities by 10 percent
and to ensure more uniform accounting.

DOE has simplified its process for ering into co

development agreements (CRADA
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Key Open
Recommendations

Nuclear Weapons Complex
Cleanup

In March 1995, we recommended that in order to enable DOE to target its
limited resources on cleaning up the sites that represent the greatest risks,
the Secretary of Energy should (1) set national priorities for cleaning up
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the Department’s contaminated sites using data gathered during DOE’s
ongoing risk evaluation as a starting point and (2) initiate discussions with
regulators to renegotiate milestones that no longer reflect national
priorities. Faced with severe budget reductions, DOE is attempting to use
risk evaluations to a greater extent in its cleanup decision-making. At this
point, however, it is too early to determine to what extent national
risk-based priorities will be set. In addition, DOE has begun renegotiating
cleanup agreements that better reflect budget realities and technical

capabilities. (GAO/RCED-95-1)

National Laboratories In January 1995, we recommended that the Secretary of Energy evaluate
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alternatives for managing DOE’s national laboratories that more fully
support the achievement of clear and coordinated missions, If DOE is
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unable to refocus the laboratories’ missions and develop a management
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Congress may wish to consider alternatives to the present DOE—laboratory
relationship. Such alternatives, we said, might include placing the
laboratories under the control of different agencies or creating a separate
struciure for the sole purpose of developing a consensus on the
laboratories’ missions. DOE has created a Laboratory Operations Board to
develop a strategic vision for the national iabs as well as an action pian to
implement most of the recommendations made by an outside task force.
Many of the task force’s recommendations address issues raised in our
report. Meanwhile, members of the House of Representatives have
introduced four separate bills that call for restructuring the laboratories.

{GAO/RCED-95-10)

Nuclear Cleanup In August 1994, we suggested that the Congress consider amending the
CERCLA to provide more specific direction about incorporating future land
uses when determining cleanup levels and selecting remedial actions. The
Congress is considering revisions to CERCLA, as it is scheduled for
reauthorization. (GAO/RCED-94-144)
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September 1994 that the Environmental Protection Agency (EPA), in
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buuyci‘auuu witii NRC, pursue interagency Consensus on preierred

radiation dose and risk calculation methods and radiation protection
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acceptable. Although interagency cooperation is taking place, EPA and NRC
have only begun to address the need for interagency consensus on

acceptable radiation risk. (GAO/RCED-94-190)
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Nuclear Safety Oversight

Contracting for Laboratory
Analyses

Safety of Nuclear Materials

Nuclear Regulation

In June 1994, we recommended that DOE take steps to increase the
authority, independence, and staffing of its office responsible for
independent oversight of nuclear safety and enforcement of nuclear safety
standards at the Department’s facilities. To separate its oversight activities
from its assistance activities, the Environmental, Safety, and Health Office,
in a December 1994 reorganization, placed its oversight functions in a
separate office and has begun developing procedures aimed at ensuring its
independence. However, the nuclear safety enforcement and
investigations staff, whose responsibilities include investigating potential
violations of nuclear safety regulations, remains within a suboffice
responsible for assisting DOE’s facilities in improving nuclear safety. DOE
officials told us they are currently reevaluating the organizational
placement of this staff. (GAO/RCED-94-129)

To realize the cost savings inherent in centrally procured laboratory
analyses and to eliminate other related inefficiencies resulting from
decentralized procurement, in May 1995 we recommended that DOE
centralize its procurement of commonly used laboratory analyses for
environmental contaminants in the cleanup of its nuclear facilities. In
doing so, we said the Department should also identify and eliminate
contracted resources that will no longer be needed under a centralized
procurement system. In a July 1995 interim response, DOE agreed that it
should centralize its procurement of these analyses, at least at the field
office level. It is studying EPA’s centralized procurement approach for
similar services to determine the best practices applicable to DOE. In its
response, DOE did not address the second recommendation.
(GAO/RCED-95-118)

In April 1993, we recommended that NRC establish specific criteria and
procedures for suspending or revoking an agreement-state program. The
purpose was to eliminate the inconsistent way in which NRC was
evaluating the effectiveness of its two nuclear materials programs in
achieving the goal of adequately protecting the public from radiation. In
June, 1995, NRC approved a Final Statement of Principles and Policy for the
agreement-state program and requested submittal of implementing
procedures for NRC's final approval by September 30, 1996. (GAO/RCED-93-90)

In May 1994, we recommended that NRC determine what actions may be
needed to better control the spread of radioactivity-contaminated sludge,
ash, and related by-products from sewage treatment plants that receive
radioactive materials from NRC’s licensees. NRC is working with EpA and
sewerage consortia to develop a national approach to ensuring the
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Contract Management

Nuclear Waste Disposal

Naval Petroleum Reserve

protection of treatment workers and the public. NRC addressed various
rulemaking options in June 1995 and plans to use the results that EPA
obtains in its upcoming sewage sludge survey—slated for 1997-1998—in
considering the need for any rulemaking. (GAO/RCED-94-133)

In August 1994, we recommended that DOE, in contracting with the
University of California for the management of three national laboratories,
(1) propose contract modifications where there is not a sound basis for
deviating from standard contract clauses, (2) require advance DOE
approval for University-sponsored research projects at the laboratories,
and (3) ensure that fees paid to contractors for increased financial risks
are cost-effective by developing criteria for measuring their costs and
benefits. DOE is reviewing the nonstandard clauses in the University's
contracts to identify changes needed, but it plans no action until the
current contracts expire in 2 years. DOE also negotiated a change in the
contracts, effective May 1995, that requires the University to provide
information to DOE on any projects not requiring bDoE’s approval that the
University sponsors at the laboratories. Utilizing performance-based
provisions, DOE is modifying management and operating contracts for both
profit and nonprofit contractors. For example, the recently renewed
contract with the nonprofit contractor operating the Argonne National
Laboratory provides for an award fee tied to specific performance
measures. DOE has not yet evaluated the effectiveness of the use of
performance-based contracts. (GAO/RCED-94-202)

In September 1991, we recommended that DOE plan for the increasing
likelihood that it might not be able to accept utilities’ nuclear waste for
storage or disposal as planned to begin in 1998. We also suggested that the
Congress explore whether additional legislation is desirable to address the
likelihood that DOE will be unable to begin accepting the waste by that
year. Recently, DOE sought the views of affected parties on, among other
things, whether DOE has an obligation to begin accepting nuclear waste in
1998. Subsequently, DOE concluded that it does not have such an obligation
in the absence of a federal storage or disposal facility. At the same time,
the Congress has been considering legislative proposals that would,
among other things, authorize and require DOE to store utilities’ nuclear
waste at a federal facility until DOE completes a facility for permanent
disposal of the waste. (GAO/RCED-91-194)

In January 1995, we suggested that to enhance the profitability of the NPR-1,

the Congress should consider amending the Naval Petroleum Reserve
Production Act of 1976 to, among other things, (1) eliminate the
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requirement that the fields be operated to increase the recovery of oil to
the maximum, as opposed to increasing profits to the maximum, and

(2) require that ownership shares between the U.S. government and
Chevron be made final. We pointed out that these actions were desirable
whether NPR-1 is sold or is operated as a government corporation. Since
then, the 1996 Defense Authorization Act has been approved by the Senate
and the House conferees with a provision to sell the reserve. The act also
includes language to make ownership shares final and eliminate the
recovery requirement. (GAO/RCED-95-65)
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Impact of GAO’s Work

Environmental regulation significantly affects the nation’s economy,
costing upward of $115 billion annually. It also directly touches the lives of
all citizens. Although the Congress and the American public have
traditionally supported strong environmental protection laws, the rising
costs of these environmental protection programs to state and local
governments, in the face of dwindling federal financial assistance, has
caused some environmental programs to be identified as “unfunded
mandates.” Industry’s compliance costs are also rising. But by far the
largest growth in environmental costs will be for the federal government
itself. In fiscal years 1989 through 1995, poD’s and DOE’s facilities’ cleanup
and compliance costs tripled from $2.9 billion to $8.7 billion, and currently
they exceed EPA’s entire budget. While concerns have been raised about
the costs of these programs in relation to their benefits, there is growing
support for rethinking the nation’s fundamental approach to
environmental regulation.

Our work has been in the forefront, highlighting our nation’s recurring
environmental problems and recommending ways in which the Congress
and EpPA can effectively address those concerns. In an effort to seek a more
realistic balance between environmental expectations and available
resources, we have continued to recommend that EPA incorporate strategic
planning to help ensure that its limited resources are targeted to high-risk
environmental and public health problems. For example, we reported that
EPA’s priorities for taking cleanup actions in the Superfund program were
not set in accordance with the environmental risks posed by those sites.
Other factors, such as the time a site spent in the queue, were more
important, even though the agency has information available to rank sites
for cleanup. To better measure program success, we recommended that
the agency develop performance indicators that are based on
environmental outcomes rather than on activities taken by the agency.
Finally, our work over the past several years has stressed the need to
adequately fund those programs that address high risks to the public and
to adopt more cost-effective methods of achieving environmental results
through alternatives and supplements to traditional regulatory
approaches, such as pollution taxes, pollutant trading, public disclosure of
emissions, and pollution prevention. EPA has started to implement these
key recommendations—several of which will require years to fully put in

Page 45 GAO/OP-96-1



Chapter 2
Improving Resources, Community, and
Economic Development Programs

place. Also, EPA and the Congress appear increasingly open to alternatives
to traditional regulatory approaches as the key environmental statutes go
through the reauthorization process.

Key Open
Recommendations

Air Quality

Safe Drinking Water

The Clean Air Act Amendments of 1990 established ambitious milestones
for protecting and enhancing the quality of the nation’s air. A key step in
meeting these milestones—translating the act’s statutory mandates into
workable rules and regulations—requires EPA to develop and issue rules at
an unprecedented rate. At the time of the act’s passage, EPA’s rulemaking
process averaged more than 3 years, and some rules took as many as 9
years to complete. To expedite its clean air rulemaking, EpA has made a
number of changes to its internal review process. However, despite these
efforts, EPA acknowledges that it has missed over 60 percent of the
statutory deadlines imposed by the 1990 act. Exacerbating this situation is
the fact that the agency does not have a system for identifying problems in
its rulemaking process or assessing the effectiveness of its streamlining
initiatives. We recommended that EPA implement a tracking system that
would yield key information to monitor and evaluate the agency’s clean air
rulemaking process. In response, EPA has modified several of its existing
information systems to allow manual tracking of the time and resources
allocated to the agency’s rulemakings. As a long-term solution, the agency
plans to develop a new resource management system that will track
implementation progress and resource demands for rulemaking and other
activities. EPA expects the system to be in place by the end of fiscal year
1997. (GAO/RCED-95-70)

Several of our reports highlighted serious shortcomings in EpA’s drinking
water protection program. In 1992, we reported that operators of public
drinking water systems often do not issue, in a timely manner, required
notices to their customers each time their water system fails to meet one
of the drinking water standards for regulated contaminants. Untimely
notification occurred even in cases when contamination may pose a
serious potential health risk. We recommended that EpA work with the
states to help operators to increase the issuance of required public notices.
In 1995, EPA issued a report that identified this issue as a priority and held
a public meeting to solicit comments on how to improve public
notification. Any further actions are on hold pending the availability of
resources. (GAO/RCED-92-135)
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Clean Water

In 1993, we reported that periodic inspection, or sanitary surveys, of
public water systems—a key means of ensuring the quality of drinking
water—are often deficient in how they are conducted, documented, and/or
interpreted. Furthermore, we reported that many of the 200 surveys that
we reviewed showed recurring problems with water systems’ equipment
and management, particularly among small systems. To improve the
effectiveness of these surveys, we recommended that EPA work with the
states to establish minimum requirements governing the frequency of the
surveys and the manner in which they should be conducted and
documented. EPA is planning to publish additional guidance on these
surveys. (GAO/RCED-93-97)

Because small communities’ financial problems are particularly acute, in
1994 we reported on cost-effective management and technology
alternatives that could be used to improve these communities’ compliance
with the drinking water regulations. We found one option that holds
particular promise: the restructuring of systems, such as consolidating
nonviable small systems with viable ones. Among other things, we
recommended that EPA (1) work with the cognizant committees of
Congress to develop a detailed funding strategy to accompany the
EpPA-proposed requirement that states develop viability programs for small
systems, and (2) revise drinking water program priorities to place greater
emphasis on developing and implementing viability programs.

Since our report, EPA has (1) worked with the Congress to address funding
for the development of viability programs (such as the establishment of
user fees); (2) recommended to the Congress that the Safe Drinking Water
Act be amended to require that viability be a condition of delegating
authority to states for managing drinking water programs; and (3) agreed
to make viability program development a top priority following the
reauthorization of the act. The Congress is currently considering these
issues but has yet to enact legislation. (GAO/RCED-94-40)

In 1992, we reported that a tremendous gap exists between the need for
wastewater treatment facilities and the resources available in the State
Water Pollution Control Revolving Fund Program to meet those needs.
States estimate that the state revolving funds will meet only a small
percentage of their needs and will pose particular problems for small
communities. As a result, we recommended that EpA develop a long-term
strategy to help state and local governments close this gap, particularly for
small communities. EPA is considering options to address the needs for
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Pesticides and Toxic
Substances

small communities. In addition, the Congress is currently considering this
issue. (GAO/RCED-92-35)

In 1994, we also found that £PA has made limifed progress in developing
water quality criteria~—the technical information that states consider in
adopting water quality standards and setting pollutant limits in facilities’
discharge permits. To ensure that the agency is focusing its limited
resources on the most important elements of water criteria development,
we recommended that EPA prepare an implementation plan that identifies
its top priorities and the bases for them and that establishes a timetable
for addressing these activities. We also recommended that EPA regularly
solicit input from interested parties when the implementation plan is being
developed and when specific regulatory actions are being considered. EPA
agrees that it should prepare an implementation plan that sets priorities
but wishes to have the Congress direct the agency (through amendments
to the Clean Water Act) to develop such a plan and to require EPA to solicit
input from interested parties. (GAO/RCED-94-117)

In 1986 and 1994, we reported on the inconsistent regulation of
carcinogenic pesticides for food use stemming from federal law that
allows some food uses of carcinogenic pesticides and prohibits others
(commonly referred to as the “Delaney dilemma”™). These varying legal
requirements result in EPA’s using different standards for regulating the
same foods depending on whether they are processed or unprocessed. We
identified several alternatives for the Congress to consider in amending
the relevant food safety laws whose provisions result in this inconsistent
treatment of carcinogenic food-use pesticides. The Congress has
considered this issue but has not yet enacted legislation. (GAO/RCED-86-125
and GAO/RCED-94-57).

In 1972, EPA was given the formidable task to reassess all older pesticides
on the basis of current scientific standards, including those pertaining to
cancer, reproductive disorders, and birth defects. Disappointed with EPA’s
progress, in 1988 the Congress provided funds for additional resources and
mandated that the reassessment be essentially completed by 1998. Our
review of the program disclosed that, despite some recent progress, EPA
may not complete this process until 2006. More importantly, the progress
of reregistration to date has not always focused on those pesticides that
present the highest risk to public health and the environment. We
recommended that the Congress amend the Federal Insecticide, Fungicide,
and Rodenticide Act to require that, except in unusual circumstances, EPA
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Hazardous and Solid Waste
Management

focus its efforts on completing reregistration of the highest-priority
food-use pesticides first. (GAO/RCED-93-94)

Our work also showed that about one-third of pesticide-tainied shipments
of imported food ended up on grocery shelves. We recommended that FpA
take stronger prevention actions, including targeting repeat offenders for
penalties, applying more-stringent control over suspect shipments, and
using its program resources more effectively. To better achieve these
goals, we recommended that the Congress authorize the agency to impose
civil administrative penalties on violators. (GAO/RCED-92-205)

We recently made a number of recommendations to help strengthen EPA’s
ability to regulate toxic chemicals. Under the Toxic Substances Control
Act (TsCA), EPA can limit the manufacture, distribution, and use of toxic
chemicals. However, the legal standards for taking action and the burden
of proof placed on EPA by the act make it difficult for the agency to use this
authority. £pA has reviewed the risks of only 2 percent of some 62,000
chemicals and must use cumbersome procedures to acquire test data. New
chemicals are marketed without EPA’s having sufficient data to fully assess
the potential risks. EPA also believes that industry has made excessive
claims of confidential business information for data submitted under Tsca.
Among other things, we asked the Congress to consider improving EPA’s
ability to conduct chemical reviews by requiring industry to submit
additional data on new chemicals and by shifting to industry some of the
burden of compiling data on existing chemicals. In addition, to supplement
TSCA's slow chemical-by-chemical approach, we recommended that the
Congress may wish to consider establishing overall goals for reductions in
the use of toxic chemicals and provide gpA with tools, such as
market-based incentives, to achieve these goals. (GAO/RCED-94-103)

EPA’s 1992 data showed that owners and operators of hazardous waste
treatment, storage, and disposal facilities had begun cleaning up only

5 percent of the more than 3,400 sites that were potentially threatening
human health and the environment and that ErA had scarce resources to
oversee the cleanup. EPA began a new cleanup approach called
stabilization that more quickly mitigates the threats from waste facilities.
We recommended that EPA ensure that the agency has a management
information system to capture data to measure the effectiveness of the
new initiative to stabilize contamination at facilities. Although EPA now has
data management tools in place that enable it to determine when facilities
have become stabilized, the agency still lacks the means to identify all
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cases where only some stabilization actions have occurred. EPA plans to
address this problem in the future. (GAO/RCED-93-15)

Debate over the Superfund pi‘()ﬁai‘ﬁ s reauthorization comes at a time
when cost estimates to clean up the nation’s hazardous waste problem are
growing at an alarming rate. The Congressional Budget Office (CBO) has
projected that ultimately the nation could need $75 billion to clean up a
total of 4,500 nonfederal Superfund sites. We found that EPA has recovered
only a limited portion of its costs from parties responsible for the problem.
In part because of limitations on the interest and indirect costs EPA can
recover, the agency has a low rate of recovery for Superfund expenditures.
Because of these limitations, we found that through 1993, EpA had
excluded from its recovery efforts about $3.3 billion of its program-related
costs. Accordingly, we recommended that the Congress encourage
cost-recovery efforts by authorizing EpA to apply market rates to, and
accrue interest on, its expenditures earlier in the process and by requiring
EPA to more broadly define which costs are recoverable. (GAO/T-RCED-94-274)

We also recommended that EPA expedite the issuance of its proposed rule
that would broaden the definition of indirect costs that it could recover
and increase the program costs that it seeks to recover. Some of the
excluded indirect costs include the costs for research and development
and for the preliminary work to assess whether a site should be included
in the Superfund program. EPA is currently revising its proposed
rulemaking. Due to the numerous public comments the proposed rule
received, agency officials are considering whether to repropose the
rulemaking; therefore, they were unable to estimate a final issuance date.
(GAO/RCED-94-196)

State/Federal Relations

Most federal environmental programs are designed to be administered at
state and local levels. Accordingly, once a state demonstrates that it is
capable of implementing an environmental program, EPA authorizes the
state to implement the program. After such authorization, EPA regions,
with guidance from headquarters, continue to set goals for the states,
provide them with financial assistance, and monitor their performance in
meeting grant and program requirements.

Most states authorized to manage federal environmental programs have
been unable to meet some of the requirements to implement these
programs. Many states have had difficulty in performing key functions,
such as monitoring environmental quality, issuing permits, and enforcing
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compliance. As a resulf, states have become increasingly reluctant to
accept additional responsibilities associated with recent environmental
laws. Resource limitations have been identified as a major factor in the
states’ reluctance. Federal funding has not kept pace with these new
requirements, and the states have been unable to make up the funding
difference. We recommended that EpA work with states to identify how
each state’s limited funds can be most efficiently allocated within each
program to address the state’s highest environmental priorities and to take
steps to increase the agency’s flexibility in dealing with states to achieve
improvements in environmental quality. We also recommended actions
that EPA could take to strengthen its working relationships with states, EPA
has a number of initiatives under way to improve its communication with
the states and bring greater flexibility in its oversight of state activities.
(GAO/RCED-95-64)
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Impact of GAO’s Work

USDA’s Reorganization

Farm Programs

USDA is the third largest civilian agency in the federal government with a
budget of over $60 billion. Because the U.S. food and agriculture sector
accounts for 17 percent of the gross domestic product and 20 million jobs
and because U.S. agricultural products account for 10 percent of U.S.
export dollars, USDA’s programs affect the lives of all Americans and
millions of people around the world. USDA manages a variety of programs
designed to support farm income, develop markets, boost farm production
and exports, ensure food safety, and provide consumers with food
information and assistance. UsDA’s outlays for fiscal year 1996, by major
policy area, include: (1) $40.6 billion in food and nutrition assistance
programs, (2) $14 billion in farm and marketing programs, (3) $3 billion in
rural development assistance, (4) $1.8 billion in research, education, and
economics activities, and (5) $500 million in food safety.

In 1995, congressional committees made extensive use of our work, and as
a result of a number of program changes, federal food and agriculture
funds were used more effectively.

Our management reviews of UspA and subsequent follow-up work
contributed to the development and passage of the Department of
Agriculture Reorganization Act of 1994. The act mandates that USDA reduce
its staff and consolidate and streamline its operations. As a result, UspA has
established six major mission areas; reduced the number of agencies from
43 to 29; closed or consolidated about 1,166 field offices; established Field
Office Service Centers in about 2,500 locations which collocate the Farm
Service Agency (FsA) and Natural Resources Conservation Service (NRCS)
to provide farmers with one-stop service. FsA administers programs from
the former Agricultural Stabilization and Conservation Service and the
Farmers Home Administration; NRCS administers programs from the
former Soil Conservation Service. These changes are expected to reduce
federal employment by about 13,200 staff years and save taxpayers

$4.1 billion in personnel and other costs over 5 years.

Our past reviews of farm programs have contributed to the congressional
decisions to eliminate the price support programs for wool and mohair,
and to limit payments under the honey program, that are expected to save
tax payers over $200 million a year. Changes to other commodity programs
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are also being considered as part of the debate surrounding the 1995 Farm
Bill. Our reviews of the outdated federal dairy pricing systems contributed
to legislation being proposed that will completely revamp the system and
possibly eliminate it. Our analysis of USDA’s farm loan programs alerted the
Congress that billions of federal dollars are at risk if current lending
practices continue. As a result, the Congress is currently considering
legislation that would change some of these practices, such as prohibiting
new loans to borrowers who caused USDA to incur losses on previous
loans. Finally, in part as a result of our analyses of the crop insurance and
disaster assistance programs, the Congress enacted legislation in

October 1994 integrating both programs and requiring improved internal
controls. This reform legislation is expected to save taxpayers over

$350 million.

Food Safety Our analyses of the federal food safety inspection system have found that
the current system could better protect consumers against microbial
contamination, which is the greatest food safety hazard. Our principal
recommendation—to move to a scientific, risk-based approach-—has been
influential in spurring federal agencies to develop new inspection
regulations that will require a more scientific approach to food safety.

Key Open

Recommendations

Shifting Farm Programs We believe UsDA’s commodity programs need to move toward a more

Toward a Greater Market
Orientation

global market orientation. Our work has focused on revamping the
agricultural farm, export, and market development programs to help make
them more competitive in the global marketplace. As the Congress debates
the 1995 Farm Bill, various proposals are being considered that are
consistent with our recommendations and propose to move the
agricultural sector toward a greater market orientation. (GAO/RCED-92-2 and
GAO/RCED-92-54)

A reevaluation of USPA’s support programs is needed in several areas
because current subsidies provide incentives to address government
ohjectives rather than increase the flexibility of the agricultural sector.

Our analysis also shows that flexible farming provisions, such as “flex
acres,” have generally had a positive impact on farmers’ operations and are
projected to reduce government spending. We recommended that the
Congress consider reauthorizing or expanding the flex acres provisions in
the 1995 Farm Bill. Although the Congress has eliminated some subsidy
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payments, our work indicates additional changes are needed on the
cotton, rice, dairy, sugar, and peanut programs. (GAG/RCED-94-76)

Our review of the cotton program found that government expenditures for
the cotton program totaled $12 billion between 1986 and 1993, an average
of $1.5 billion per year. Government costs remained high during this 8-year

period despite the legislative reforms of 1985 and 1990 designed to reduce
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prices were low. We recommended that because the severe economic
conditions and many of the motivations that led to the cotton program in
the 1930s no longer exist, the Congress may wish to consider reducing or
phasing out payments or outlays over a number of years, perhaps over the
life of the next farm bill. The Congress is currently considering the costs
and benefits of commodity programs, including cotton, in its drafting of
the 1995 Farm Bill. (GAO/RCED-95-107)

On the rice program, we found that the program continues to be costly for
the government and for rice buyers. In 1986 through 1992, rice program
support costs averaged $863 million annually. We recommended that the
Congress consider ways to move rice producers toward a greater market
orientation and reduce their dependency on government support. Among
other things, the Congress could lower the target price and reduce export
assistance. While the Congress has not yet taken action on the rice
program, it may do so in the 1995 Farm Bill. (GAO/RCED-94-88)

Similarly, on the dairy program we found that the dairy industry is not

taking full advantage of what could be an expanding international market,.
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The federal price support programs are partly the reason why U.S. dairy
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prices. We have recommended the development of along—range dairy

pOll(,y that better reu)gllmeb the uupul tance of dairy exports for the
continued viability of the U.S. dairy industry. As part of its deliberations on
the 1995 Farm Bill, the Congress is considering a number of options to
revamp the dairy program that are consistent with our recommendations.

(GAO/RCED-90-88 and GAO/RCED-94-19)

For the sugar program, we recommended that the Congress consider
legislation that would move the sugar industry toward a more open
market. As part of this transition, the market price for sugar should be
lowered. We recommended that the Congress gradually lower the loan rate
for sugar and direct UsDa to adjust import quotas accordingly. Changes to
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Problems Facing USDA’s Farm
Loan Programs

the sugar program are also being considered during the 1995 Farm Bill
debate. (GAO/RCED-93-84)

Finally, for the peanut program, economic studies and our analysis show
that the peanut program adds between $314 and $513 million each year to
consumers’ costs of buying peanuts. At the same time, USDA spends tens of
millions of dollars each year to run the peanut program, make mandatory
payments to producers, and cover the high cost of peanut products it buys
under various food assistance programs. Finally, the program, by boosting
the volume of U.S. peanuts available for export, may be lowering prices
paid for peanuts abroad. The peanut program is one of the commodity
programs being considered for change as part of the 1995 Farm Bill.
(GAO/RCED-93-18)

USDA’s farm loan programs are not adequately protecting the
multimillion-dollar federal investment in farmers. This year, we reported
that in fiscal year 1989 through June 30, 1995, uspa made $448 million in
new direct and guaranteed loans to borrowers for whom the agency had
previously incurred losses. As of March 31, 1995, 42 percent of these
borrowers were delinquent on their new loans. We found numerous
examples of borrowers with poor repayment histories who were
subsequently unable to repay new loans made to them. For example, one
borrower received a guaranteed loan for $80,000 in 1991 after receiving
about $317,000 in direct debt loan relief in 1989; by 1993, this borrower
was delinquent on the new guaranteed loan.

A number of factors have contributed to these problems. Although some
of these factors—such as the decline of the agricultural economy—are
beyond the immediate control of either the Congress or UsSDA, two are not.
First, lending officials in uspA’s field offices often fail to follow the
agency’s own standards for making loans, servicing loans, and managing
property. Second, certain Uspa-authorized or congressionally authorized
loan-making, loan-servicing, and property management policies
themselves increase the agency’s vulnerability to loss. For example,
borrowers who have defaulted on past loans may obtain new loans, and
under a congressionally directed policy, borrowers can obtain new Uspa
direct loans for operating expenses without demonstrating the ability to
repay their existing debt.

We have made numerous recommendations to the Congress and the

Secretary of Agriculture that are aimed at (1) improving compliance with
loan standards and (2) strengthening policies and program design for
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Problems Facing the Federal
Food Safety System

direct loans, guaranteed loans, and acquired farm property. The agency
generally agrees with most of the report’s recommendations for the need
to tighten controls over loan making and loan servicing. USDA has begun to
implement some of these recommendations but has not yet completed
action on any of them. For example, the agency is in the process of
developing regulations that would require loan classifications to be
updated every 2 years and borrowers to be assessed for “graduation”
(refinancing mortgages through private lenders) annually. The Congress is
also considering legislation that will make some of the other changes we
have suggested. More broadly, we have suggested that the Congress clarify
USDA's role and mission, noting that UsDA’s attempts to operate
simultaneously as a fiscally prudent lender and as a temporary assistance
agency have not worked. (GAO/RCED-95-11, GAO/RCED-95-9, and GAO/RCED-92-86)

The federal system to ensure the safety and quality of the nation’s food—at
an annual cost of $1 billion a year—is inefficient and outdated. The food
safety inspection system suffers from overlapping and duplicative
inspections, poor coordination, inefficient allocation of resources, and
outdated inspection procedures. As many as 12 different agencies
administering over 35 different laws oversee food safety inspection.
(GAO/RCED-92-152)

The federal meat and poultry inspection system follows procedures that
are no longer appropriate for today’s food safety risks. The system relies
on the inspector's sense of sight, smell, and touch to ensure wholesome
product. However, inspectors cannot see, smell, or feel microbial
pathogens, which are widely regarded as the principal risk associated with
meat and poultry. We have recommended the need to modernize
inspection procedures and tie resource allocation to health risks, including
the development of preventative systems that provide specific microbial
testing standards. (GAO/RCED-94-110)

The federal programs in place to ensure that foods are not contaminated
with unsafe chemicals also need fundamental changes. Structural
weaknesses of a long-standing nature continue to limit the ability of
federal agencies to reduce the risk of unsafe chemicals in food. Many of
these problems are the result of the very laws and regulations that
undergird the food safety system. We believe that improved effectiveness,
efficiency, and uniformity in the federal food safety system could be
realized by creating a single food safety agency to administer a uniform set
of food safety laws that are based on the principle that the objective of an
inspection system is to protect the public from the most serious health
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Problems Facing Rural America

risks, both microbial and chemical, associated with food-borne hazards.
(GAO/RCED-92-209 and GAG/RCED-94-192)

Currently UsDA has several initiatives under way to strengthen the meat
and poultry inspection system and develop improved methods to detect
and control microbial contamination. At the same time, there has also
been extensive congressional interest in (1) the need to improve the meat
and poultry inspection system; (2) the adequacy of Usba’s and the Food
Safety Inspection Service’s actions to strengthen inspections; (3) the
adequacy of Department and agency management; and (4) the adequacy of
current food inspection laws. However, it is too early to tell when these
improvements will be compieted or whether the Congress will move
toward the creation of a single food safety agency. (GAO/RCED-T-93-22,
GAO/RCED-94-192, GAO/RCED-94-110, GAO/RCED-T-93-22, GAO/RCED-92-209, and
GAO/RCED-92-152)

Billions of federal dollars are spent every year for rural America, but these
funds are not addressing the problems of rural areas in a coherent,
responsive manner, Our work in the area of rural development identified
several basic problems in the federal approach to rural America. First,
many of the rural federal assistance programs target agriculture, which is
no longer the principal economic base of most rural communities. Second,
many federal programs that could benefit rural communities do not
because they require coordination of expertise and resources, which are
often not available in rural communities. Third, federal programs do not
adequately distinguish among communities of different population
densities. Finally, federal programs focus on process rather than
effectiveness—they tend to measure effectiveness by numbers served or
dollars spent rather than by the achievement of program goals. This
process orientation hinders rural areas from using resources efficiently.

QOur analysis of which factors influence a rural area’s economic success or
failure found that many factors are responsible and that no single factor or
combination of factors can guarantee success. However, effective local
leadership and long-range planning are critical factors in successfully
finding solutions to an area’s economic problems. In addition, the web of
federal programs, policies, and regulations that accompany federal
funding make the delivery of assistance inefficient. We recommended that
the Congress consider (1) developing both a short- and long-term strategy
to improve federal assistance programs to rural areas and (2) establishing
a permanent interagency executive committee to oversee and provide
better delivery mechanisms for federal programs and services. The
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Congress is currently considering changes to the 1595 Farm Bill that may
have an impact on and include rural development programs.
(GAC/RCED-94-165)
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Impact of GAO’s Work

Mortgage Assistance

The federal government has established over $1 trillion worth of financial
services and operates more than 300 programs that are aimed at providing
decent, affordable housing and healthy communities. The agencies
primarily responsible for these programs include the Department of
Housing and Urban Development (HUD) and its Federal Housing
Administration (FHA); the Department of Veterans Affairs (vA); the Rural
Housing and Community Development Services (RHCDS); SBA; and the
Federal Emergency Management Agency (FEMA).

After decades of costly housing and community development assistance
and with future budget needs of over $100 billion, the Congress and the
administration are considering options to abolish or streamline HUD, To
address congressional concerns, in December 1994, HUD announced its
latest attempt to overhaul and streamline an agency that has long been
plagued with scandals of mismanagement and poor service, At the same
time, alternative approaches to community revitalization are being
discussed. As detailed below, this issue area’s work has significantly
contributed to congressional debate and decision-making on the future of
housing and community development at the federal and state levels. As a
result of our work, HUD and the aforementioned agencies have taken
action to improve the efficiency and effectiveness of housing and
community development policies and programs.

We reviewed various issues of federal agencies’ efforts to help low- and
moderate-income individuals and families obtain housing through direct,
insured, and guaranteed loans. The review included work on programs
operated by HUD and RHCDS. Some of the work we undertook on FHA
focused on the future of FHA and how to restructure both its multifamily
and single-family programs. Specifically, we provided several briefings to
Members of Congress and/or their staffs on (1) housing and community
development program operations and issues facing HUD, (2) assessments
of proposals to restructure FHA, and (3) questions that should be asked
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about FHA’s mission when considering restructuring FHA. These briefings
contributed to the House and Senate Banking Committees’ inquiries to HUD
on its restructuring proposal.

In the multifamily area, we testified before subcommittees of the House
and Senate authorizing committees on HUD’s “mark-to-market” proposal
for restructuring its multifamily housing portfolio. We also issued reports
that should lead to improvements in the way HUD manages its $45 billion
insured multifamily loan portfolio. For example, in response to our
recommendation, HUD agreed to make improvements in the method it uses
to estimate its multifamily loan loss reserve. These improvements should
resulf in more accurate estimates of loan loss reserves. Also, in responding
to our draft report on HUD’s multifamily rent-restriction program, HUD
agreed to implement proposed recommendations aimed at clarifying
rent-restriction program requirements and compliance procedures. Also,
HUD has begun to take actions to address problems that we found in a
recently issued report on HUD’s multifamily nursing home program. These
include initiating actions to refine its credit subsidy estimate for the
program and to better monitor the program’s financial performance.

In the single-family mortgage insurance area, we reported that the
economic net worth of FHA's $300 billion program has improved
significantly. However, whether the program can maintain this
improvement will depend on many economic and program-related factors
that will affect the financial health of the program in the future. We noted
that if the Congress wants the limit on the size of mortgages that can be
purchased by Fannie Mae (Federal National Mortgage Association) or
Freddie Mac (the Federal Home Loan Mortgage Corporation) to follow the
long-term pattern of growth in average home prices, then the Congress
needs to make legislative changes. We also reported on the losses incurred
by HUD on properties it acquired, managed, and sold; the number of such
properties; and the length of time they remained in HUD'’s inventory. This
information should be useful to the Congress during its debate on the
future of FHA and on the possibility of developing public-private
partnerships for purposes such as disposing of acquired single-family
housing.

Past work on RHCDS single-family direct loan programs contributed to
RHCDS' decision to centralize the servicing of its direct loans. The
Congressional Budget Office estimates about $171 million in total outlay
savings for fiscal years 1999 and 2000 as a result of the reduced need for
local staff to service loans.
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Low-Income Housing

Our work on low-income housing issues supported congressional
decision-making through analyses of (1) major public and assisted housing
reform proposals, (2} HUD's efforts to turn around distressed public
housing, and (3) ways to improve the Federal Home Loan Bank System’s
Affordable Housing Program.

This year we testified before the Congress on problems with HUD's public
housing and multifamily rental housing programs and on proposals to
fundamentally restructure those programs. We discussed (1) the reasons
why HUD’s programs too often deliver high-cost, low-quality rental housing
for lower-income households; (2) HUD’s proposals to remedy these
problems; and (3) basic policy, programmatic, and budget issues that need
to be resolved before deciding on an approach to totally restructure HUD'S
rental assistance programs. During the congressional hearing process, we
worked closely with subcommittee offices analyzing the implications of
specific reform proposals.

We reported on the cost-effectiveness of HUD's proposal to replace billions
of dollars of annual public housing subsidies with housing vouchers for
those currently living in public housing. Our report raised a number of
major policy issues concerning the cost-effectiveness of using vouchers
for public housing that were not addressed by the HUD proposal. For
example, our report called into question the advisability of (1) spending
millions of dollars to rehabilitate certain public housing properties rather
than having these costs financed through property rents and

(2) substituting vouchers for public housing properties in situations where
public housing is less expensive to rehabilitate and operate. This
message—that property-by-property reviews should be performed to
determine the most cost-effective local approach—has been incorporated
into proposed legislation in both the House and the Senate.

We continued last year’s efforts to focus more closely on efforts that HUD
could and is taking to “turn public housing around.” For example, before a
Senate appropriations subcommittee we testified that linking $1.4 billion
in supplemental funding for distressed public housing developments to
improvements in the public housing agencies’ management would help to
conserve funding and better ensure the productive use of these funds.

We also concentrated efforts on addressing problems created by about a
dozen large “troubled” public housing agencies that have, over the past
decade, received billions of dollars in subsidies but too often offer squalid
living conditions for families that they assist. Our work with the Congress
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Community Development

contributed to a landmark provision in proposed housing reform
legislation establishing a mechanism to dismantle the worst public housing
agencies when conditions warrant. In addition, our audit work and
testimonies on HUD's takeover of the Chicago Housing Authority helped
the Congress understand how the problems in Chicago’s public housing
would be addressed. Chicago’s problems will require many years to
overcome. However, during the first 3 months of the HUD takeover, we
found that the Department did not have a long-term plan for improving the
housing agency’s performance. Such a plan is essential to gaining the trust

and cooperation necessary to make concrete progress. HUD is now working
on a long-range plan.

Finally, our comprehensive review of the Federal Home Loan Bank
System'’s Affordable Housing Program concluded that while the program
serves a diverse group of beneficiaries and is a key resource in the
development of affordable housing, opportunities exist for improving it.
Specifically, the report highlighted the need to ensure that all program
subsidies are passed through to the intended beneficiary and
recommended that the reporting and monitoring responsibilities of all
program participants be better defined and integrated, as well as better
coordinated with the efforts of other housing agencies. The Federal

Housing Finance Board has agreed to address our findings and
recommendations.

Our community development work examined three areas through which
billions of federal dollars are spent to strengthen and rebuild
communities—(1) financial and other assistance to small business,

(2) community-driven comprehensive efforts to revitalize neighborhoods,
and (3) assistance to aid communities and individuals devastated by
natural disasters.

In the small business area, we reported on problems within the Small
Business Investment Companies Program and the Specialized Small
Business Investment Companies Program. These two programs aim to
provide small entrepreneurial businesses with financing and management
assistance as well as provide the equity and long-term debt capital needed
for growth, modernization, and expansion. Our reports pointed out that
sBA’s delay in liquidating firms has resulted in losses totaling millions of
dollars, that sBA’s management of the program was deficient, and that
financially healthy firms were benefiting from a special program that cost
SBA millions of dollars. We recommended that SBA’s Administrator correct
liquidation and management problems.
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We also testified twice on the problems that SBA continues to experience
with its minority business development program. Among other things,
contract dollars continue to be concentrated in a few firms, thus limiting
the business development opportunities available to many firms. Also,
firms nearing the end of their program term are still dependent on
program contracts, raising doubts about the firms’ probability to succeed
in the commercial marketplace upon leaving the program. Our survey of
12,000 small construction firms provided, for the first time, comprehensive
statistical data on the experiences of and obstacles faced by such firms in
obtaining surety bonds.

Our work on comprehensive efforts to revitalize neighborhoods focused
on lessons learned from community-driven local efforts that address
housing, economic, and social service needs in a strategic way and on the
impact of federal programs on these efforts. We found that community
development experts and practitioners in the communities we studied
believed that a comprehensive approach has benefited the communities
and holds promise for long-term results because it provides for multiple
services and makes them more accessible to community residents. Our
report noted that the federal government assists distressed urban
communities and their residents through a complex system involving at
least 12 federal departments and agencies that administer hundreds of
programs in the areas of housing, economic development, and social
services. We reported that this proliferation of federal programs and the
lack of coordination among agencies imposes a burden on local
organizations that attempt to piece together programs to serve their
communities. In related work, we found that the federal government
operates 342 programs that could be considered to relate to economic
development. The results of our work were used by members of the House
to (1) illustrate the need to streamline federal programs and (2) support
legislation that would give local governments increased regulatory
flexibility.

To assist the Senate’s Bipartisan Task Force on Funding Disaster Relief,
we compiled a comprehensive funding history of federal disaster-related
spending. This effort revealed federal obligations of nearly $120 billion (in
constant 1993 dollars) between fiscal years 1977 and 1993, including both
grants and loans. The data also showed an increasing trend in federal
disaster spending and in the number of presidentially declared disasters.
At the task force’s request, we coordinated our efforts with those of cBo
and the Congressional Research Service (CRS), enabling the task force to
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Federal Management

produce a comprehensive primer for future congressional debate on
federal disaster assistance issues.

In January 1995, we reported on the fundamental deficiencies that led us
to designate HUD as a high-risk area especially vulnerable to waste, fraud,
abuse, and mismanagement. We also reported on the actions HUD had

taken or initiated to correct the deficiencies and further actions that are
needed.

Key Open
Recommendations

Housing Finance

Low-Income Housing

In a June 1995 report, we recommended to the Board of Directors of the
Federal Housing Finance Board that any revised regulations for the
Affordable Housing Program clearly define and integrate the monitoring
and reporting responsibilities of the projects’ sponsors, the members, and
the Federal Home Loan Banks. Such action would help ensure that the
Federal Home Loan Banks continue to meet their statutory and regulatory
obligations under this program. (GAO/RCED-95-82)

In July 1994 testimony, we said that we had found deplorable conditions in
various low income tenant-based properties and recommended that the
Secretary of HUD (1) promptly identify all properties with severe physical
problems and offer affected tenants temporary assistance to relocate to
safe and decent housing, (2) systematically notify owners of the problems,
and (3) take appropriate enforcement actions against owners not bringing

_ their properties into compliance with housing quality standards. We

recommended further that HUD provide the Congress with an assessment
of the resources and the legislative changes the Department needed to
overcome any budgetary or legislative constraints that prevented HUD from
addressing these conditions. (GAO/RCED-94-273)

In a February 1989 report, we recommended that the Congress establish
one low-income rental assistance subsidy program that would provide a
unified approach to delivering housing assistance, equalize the benefits to
program recipients, and quiet the debate over which program is
preferable. In doing so, the Congress would need to evaluate the merits
and drawbacks of several features that distinguish vouchers from
certificates and adopt those features that best satisfy the programs’
legislative intent of providing decent, safe, and affordable rental housing.
(GAO/RCED-89-20)
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Lead-Based Paint Hazards

SBA’s Minority Business
Development Program

Disaster Assistance

The risk of poisoning from lead-based paint continues to threaten young
children living in low-income housing that was constructed before the sale
of such paint was banned in 1978. Exposure to lead, even at low levels,
may cause serious health, learning, and behavioral problems in
children—especially those under the age of 7. We issued three reports
with a number of recommendations to the Secretary of HUD to revise the
regulations concerning lead-based paint. The Secretary plans to implement
most of our recommendations, which, if properly executed, would protect
children living in public housing from the hazards of lead-based paint.
{GAO/RCED-93-38; GAO/RCED-93-138; GAO/RCED-94-137)

In a September 1993 report on sBA’s 8(a) business development program,
we recommended that the Administrator, sBa, should direct the Associate
Administrator of the Office of Minority Small Business and Capital
Ownership Development to (1) implement the recommendations from our
January 1992 report that related to implementing the 8(a)
application-tracking system and determining the full extent of financial
assistance provided to 8(a) firms; (2) complete and analyze users’
requirements for the 8(a) program’s management information system,
document the system'’s design, and complete the system’s implementation
plan; and (3) direct sBA field offices to annually review each approved
business plan, as required by the Business Opportunity Development
Reform Act of 1988. Such actions would improve the 8(a) program’s
administration and achieve its objective of developing small businesses
owned by socially and economically disadvantaged individuals.
(GAO/RCED-93-145)

Although severe disasters involve significant costs paid over a number of
fiscal years, FEMA's budget submission to the Congress does not indicate
the extent to which the balance of the Disaster Relief Fund at the
beginning of the year will be needed to pay for the costs of disasters that
have occurred in previous years. Because the Congress could use this
information in its appropriations deliberations, we recommended that the
Director of FEMA expand the information included in the budget proposal
to show estimated future costs for disasters that occurred in previous
years but for which recovery was not complete. (GAO/RCED-93-60)

We recommended that the Director of FEMA use the authority that exists
under the Robert T. Stafford Disaster Relief and Emergency Assistance
Act as one step in providing an aggressive federal response to
catastrophies. This response should include actively advising state and
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local officials of identified needs and the federal resources available to
address them. (GAO/TRCED-934)

In an earlier report, we recommended that the Director of FEMA request
state and local emergency management agencies to incorporate recovery
activities into their emergency plans and help provide appropriate training
to state and local disaster management personnel. Such action is
necessary because we found that when state and local governments are
fully engaged in developing disaster plans and in conducting exercises,
they are better able to respond to the demands of natural disasters.
{GAO/RCED-9143)
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Impact of GAO’s Work

Together, the Department of the Interior and its bureaus, UspA’s Forest
Service, the Army Corps of Engineers, and the National Marine Fisheries
Service and other oceanic programs within the Department of Commerce’s
National Oceanic and Atmospheric Administration (NOAA) are responsible
for about 650 million acres, or about 30 percent, of the nation’s total
surface area; another 1.4 billion acres of ocean floor; and an infrastructure
of buildings, roads, dams, and other facilities valued at about $200 billion.
These assets generated about $6.7 billion in revenues in fiscal year 1994.

Our work over the last several years has shown that federal land
management is at a crossroads. For example, while the number of units in
the national park system continues to grow, the overall level of visitor
services is deteriorating, and the dollar amount of the maintenance
backlog has jumped from $1.9 billion in 1988 to over $4 billion today.
Moreover, most park managers lack sufficient data to determine the
overall condition and trends of their parks’ natural resources.

Budgetary constraints will require the Congress and the administration to
make difficult choices about how federal lands and natural resources are
funded and managed. Among these choices are (1) finding new revenue
sources to supplement or replace yearly appropriations, (2) finding ways
for the agencies to operate more efficiently, (3) limiting or reducing the
lands and resources to be managed or the functions and programs to be
performed, or (4) reducing the level of services and standards for
maintaining facilities and lands. Many of our key open recommendations
are intended to help focus the debate on these difficult choices.

Key Open
Recommendations

Obtaining Fair Market Value

We have reported that fees for communication sites on federal lands are
below fair market value and that the Forest Service has little assurance
that it is collecting fair market value fees from ski area operators.
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We recommended that UsDA and Interior implement a fee system that
ensures that fair market value is obtained for the use of their
communications sites and that the Forest Service or the Congress develop
a ski fee system that will ensure that the government receives fees based
on fair market value. Both the Forest Service and Interior’s Bureau of Land
Management (BLM) plan to implement new communication fee systems in
1996. In addition, the Forest Service has proposed a new system that
determines ski fees on the basis of site-specific appraisals. Conversely,
bills introduced in both the Senate and the House in the 104th Congress
would not ensure that the government receives ski fees based on fair
market value. (GAO/RCED-94-248 and GAO/RCED-93-107)

Water transfers, in which rights to use water are bought and sold, are seen
by many resource economists as a mechanism for reallocating scarce
water to new users by allowing those who place the highest economic
value on the water to purchase it. At the same time, such transactions may
allow Interior's Bureau of Reclamation to share in the profits, thereby
reducing the costs to the government of providing the subsidized water. In
a May 1994 report, we (1) identified several matters for the Congress to
consider if it decides to further encourage water transfers and

(2) recommended several actions that the Secretaries of the Army and the
Interior could take to clarify guidance on approving transfers to more
clearly outline the requirements that must be met. (GAO/RCED-94-35)

In a September 1994 report, we (1) recommended that the Bureau examine
ways in which federal revenues may be increased while retaining
incentives for transfers and (2) identified a matter for the Congress to
consider that would allow the Bureau greater flexibility in recovering the
costs of federal water projects. Interior has directed the Bureau to adopt
the recommendations in both our May 1994 and September 1994 reports.
The Army intends to issue guidelines on the basis of the Bureau’s policies,
procedures, and requirements adopted in response to the
recommendations in our May 1994 report. (GAO/RCED-94-164)

As we pointed out in our May 1994 report on water transfers, another
option for improving efficiency and encouraging conservation is
increasing the water rates paid by federal water users. In an April 1994
report on the impact of higher irrigation rates on farmers in the Central
Valley Project in California, we stated that if irrigators paid full-cost rates
for water, federal revenues would be significantly increased. We also listed
several factors that the Congress may wish to consider if it decides to
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pursue the issue of increasing irrigation rates. The Congress has not acted
on this issue to date. (GAO/RCED-948)

In April 1991 testimony, we stated that the federal government was not
recovering timber sale preparation and administration expenses, resulting
in below-cost timber sales, and recommended that the Forest Service
recover these expenses. We also made three additional recommendations
for protecting the federal government’s financial interests. The Chief of the
Forest Service is scheduled to make his recommendations for below-cost
timber sales to the Under Secretary of Agriculture early in 1996.
{GAO/T-RCED-9142)

While the Park Service has a long-standing tradition of providing housing
to some of its employees, the backlog of housing repair, rehabilitation, and
replacement needs, currently estimated at more than $500 million, and a
tight federal budget dictate that the Park Service examine options to deal
with its housing needs. In an August 1994 report, we made
recommendations that, if implemented, would (1) better define the Park
Service’s housing needs and identify opportunities for reducing its
inventory and (2) obtain nonfederal funds to help the Park Service meet its
housing needs. The Park Service has assessed its housing needs at 44 park
units and plans similar assessments at other units. In addition, the Park
Service is currently exploring ways to increase private sector involvement
at eight units and has drafted legislation that would allow it to lease land
to developers to construct employee housing. (GAO/RCED-94-284)

Nationwide, there are about 6,000 short-term agreements (of 5 years or
less) under which concessioners provide goods and services to
recreational users of federal lands. In a September 1993 report, we
recommended that the Secretaries of the Interior and Agriculture require
the heads of the four agencies with short-term concessioner agreements
(Interior’s National Park Service, Fish and Wildlife Service, and BLM and
UsDA’s Forest Service) to develop and present to the Congress a policy to
achieve greater consistency in the management of concession operations.
We also recommended that the Secretary of the Interior require the Park
Service to reevaluate its use of commercial-use licenses in lieu of permits
used by other federal agencies to manage similar activities on their lands.
Both Interior and Agriculture have deferred to the Congress, and several
bills have been introduced to reform concession management in the
federal land management agencies. One of the bills would provide for
consistent management of concessioners across the agencies.
(GAO/RCED-93-177)
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The Mineral Leasing Act of 1920, as amended, limits the federal acreage
that one party may control in any one state to 246,080 acres, reflecting
congressional concern about the potential for monopolistic control of
federal oil and gas resources. In a December 1994 report, we
recommended three actions that Interior’s BLM could take to better ensure
that oil and gas lessees do not exceed the acreage limitation. BLM is in the
process of implementing the recommendations with an anticipated
completion date of late in 1996. (GAO/RCED-95-56)

The federal government receives royalties from offshore oil and gas leases
on the basis of the volume and price of the oil and gas production sold and
the royalty rate. Therefore, it is essential that these elements be verified
and that inspections be conducted to help ensure accurate determination
of oil and gas royalties. In an August 1990 report, we concluded that
Interior's Minerals Management Service had been slow in verifying
offshore 0il and gas production and recommended that the agency move
quickly to implement an ongoing production verification program. While a
task force designed a functional and operable verification system and
submitted a report to the agency’s Director in 1992, the Service does not

have a specific target date for issuing implementing regulations.
{GAO/RCED-90-193)
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Aviation Safety

The transportation sector is a key component in improving the nation’s
economy; maintaining and enhancing U.S. competitiveness in the global
marketplace; and serving the growing needs of businesses, industries, and
the American public. To meet these goals, the world’s finest transportation
system faces many challenges and trade-offs. Among the challenges are
reducing the enormous societal and economic costs of
transportation-related fatalities, injuries, and property damage; restoring
obsolete and deteriorated portions of the transportation infrastructure;
relieving increasingly congested aviation, highway, and waterway systems;
meeting the increasing demands for more and better public transit and rail
service; using public resources more efficiently; and increasing reliance on
private resources.

The telecommunications sector faces tumultuous changes over the next 4
to b years. The key issues center around (1) consumer access at
reasonable prices in an environment where the types of firms delivering
services are changing and (2) the appropriate regulatory role of
government in an increasingly competitive industry.

As detailed below, our work, which has included an increasing emphasis
on budget- and organization-related issues, has influenced the Congress,
the Department of Transportation (DOT) and its agencies, and the Federal
Communications Commission (Fcc) to take many actions to improve
transportation safety and the efficiency and the effectiveness of
transportation and telecommunications policies and programs.

Over the next several years, the Federal Aviation Agency (FaA) faces major
challenges on how to deal with the effects of a downsized workforce and a
growing aviation industry within the context of continuing to maintain a
high level of safety in the U.S. air transport system. In 1995, Faa also
challenged itself and the aviation industry to achieve zero aviation
accidents. Our recommendations have been designed to help Faa and
congressional decision makers address these challenges.
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In response to our recommendations, FAA has (1) begun deploying a
nationwide risk-assessment system for assessing airline risk and for
targeting its limited inspection resources, (2) taken steps to improve the
technical training of its aircraft certification inspectors, (3) issued
guidelines for overseeing the work of FAA’s designated engineering
representatives, (4) revised its regulations to provide incentives for pilots
to obtain specialized training before flying in designated mountainous
areas, (5) begun collecting detailed information on the airlines’
compliance with airworthiness directives for the aging aircraft fleet, and
(6) implemented a system to ensure that foreign corporations that register
aircraft in the United States comply with FAA’s requirements.

FAA is at a critical crossroads in its air traffic control (ATG) modernization
program—new ATC systems are being installed and automation equipment
is still being acquired. At the same time, significant organizational changes
are being considered. This past year, our work focused on the various
options for Faa reform, including the ATc Corporation’s proposals and
continuing to monitor the status of FAA’s acquisition of ATC systems.

In testimony on FaA's Advanced Automation System, we recommended
that FAA submit a report to the Congress, before the administration
proposes its fiscal year 1996 budget, that describes a comprehensive
automation plan—including time frames, funding levels, and all interim
and long-term actions necessary to satisfy users’ needs and Faa’s air traffic
control and management requirements. In 1994, FaA submitted a
comprehensive report to the Congress as recommended. Additionally, our
analysis contributed to the congressional decision to reduce FaA’s fiscal
year 1995 Facilities and Equipment appropriation by $136 million and to
rescind an additional $35 million. Finally, as we recommended, FAA
developed a policy for scheduling the disbursement of Airport
Improvement Program funds beyond the program’s authorization period
under a letter of intent.

For the past 30 years, motor vehicle crashes have caused over 40,000
deaths and 3 million injuries annually. Each year over $15 billion is spent
on health care as a result of these traffic accidents. Our work in this
important area contributed to the following actions: (1) the National
Highway Traffic Safety Administration (NHTSA) has required that trucks,
vans, and sport vehicles have all of the same major safety features as
passenger cars; (2) NHTSA took various actions to ensure that imported
gray market automobiles (i.e., automobiles manufactured to the standards
of another country) have the same safety standards as other cars sold in
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the United States; (3) the Federal Highway Administration (FHWA)
improved truck accident data by helping states adopt uniform accident
reporting procedures that identify truck configurations, such as longer
combination vehicles; (4) Amtrak established a task force that examined
comprehensive, long-term reform of Amtrak’s mission and provided
recommendations for congressional deliberations; and (5) Amtrak
instituted new training requirements and provided this training to
employees who maintain track signals and repair passenger cars.

In 1990, we identified the Federal Transit Administration’s (FTA) grant
management as a high-risk area and subsequently made numerous
recommendations on how FTA could enhance its oversight and
enforcement practices to better protect the billions of dollars being
invested by the federal government in the nation’s transit systems. Over
the last few years, FTA has implemented a number of the recommendations
and other initiatives, resulting in substantial improvements to its process
to oversee its $4.6 billion grant management program. As a result, we have
removed FTA’s high-risk designation.

In line with other recommendations, FEHWA issued guidance to state and
local governments on operations plans for traffic management systems
and began assessing approaches for a new highway-cost-allocation study.

We continued to focus our efforts in the aviation area on international
issues as this is where U.S. carriers project most growth through the end
of the century. We reported on the impact of code sharing and marketing
alliances and noted that DoT lacked the necessary information to judge the
economic and competitive impacts from approving such agreements. DOT
agreed with our findings and is now improving its data collection.

In testimony before congressional committees, we highlighted Amtrak’s
serious financial problems and the difficult decisions on the future of
passenger rail that must be made. Amtrak has adopted a strategy and
business plan to stem its losses and to achieve solvency. We are currently
monitoring Amtrak’s progress in fulfilling its plan.

Finally, our testimony on the Interstate Commerce Commission described
potential savings from alternative restructuring options for continuing
activities. This information is helping the Congress as it considers this
issue.
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Over the next few years, increasing numbers and sizes of foreign-flagged
vessels visiting U.S. ports, including a new fleet of 2,600-passenger “mega”
cruise ships, will strain the Coast Guard’s existing inspection workforce.
Also, enforcement of the Oil Pollution Act of 1990, with comprehensive
provisions covering oil spill contingency planning, requirements for double
hull construction, and crew proficiency standards, represents a major
commitment of Coast Guard resources that must be met in addition to the
agency’s other missions. Our work has been targeted to identifying safer
and more efficient ways of using the Coast Guard’s resources and fulfilling
its mission. As a result of our recommendations, the Coast Guard has
improved its inspections of intermodal containers carrying hazardous
materials, and DOT has implemented uniform rules for the prevention of
alcohol misuse for the commercial transportation industries. Additionally,
in order to reduce water pollution caused by spills from pipelines, bOT
acted on our recommendations and directed the Research and Special
Programs Administration to establish a program to prevent spills from
pipelines and document the locations of pipelines.

FCC, in response to our work, adopted (1) rules giving preference to firms
that are not current cellular telephone providers through the use of
auctions to award more than 2,000 Personal Communications Services
licenses and (2) written procedures to maintain voting records, document
approval when significant changes occur, and release FcC’s decisions
publicly. Furthermore, in response to our report, the cellular telephone
industry established a mechanism for funding research on the safety of
cellular telephones and has defined a role for federal agencies’ in the
research program to enhance the credibility and usefulness of the results
to federal regulators.

Key Open
Recommendations

Expectations for the National
Highway System

Highway User Fees

We recommended that FHWA develop performance expectations and
measures in conjunction with the major goals of the National Highway
System to ensure that progress can be assessed. This is particularly critical
in areas such as pavement condition and the extent of congestion.
However, DoT did not concur with this recommendation and plans no
action. (GAO/T-RCED-94-136)

In a report on highway user fees, we recommended that FHWA conduct a
formal cost allocation study to determine whether all highway users are
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paying their fair share of federal highway costs and to ensure that FHWA
and Congress have up-to-date information when making future decisions
affecting federal highway user fees. We recommended that FHWA obtain
appropriate input from the affected parties and utilize, to the extent
possible, the data currently being developed by the Strategic Highway
Research Program on the relationship between axle loads and pavement
damage. FHWA concurred and has begun to work on a cost allocation study.
(GAO/RCED-94-181)

To help protect the nation’s highway infrastructure, we recommended that
FHWA work with states to develop performance standards and
expectations, including specific time frames for corrective action that
depend on the severity and safety impact of maintenance problems. We
also recommended that FHWA issue guidance to states on factors to be
considered as part of life-cycle cost analysis, such as setting priorities for
projects over multiyear periods; establishing acceptable value ranges,
particularly for social and other nontraditional costs like pollution,
congestion, and fuel usage; and refining maintenance costs and salvage
values. FHWA is reviewing the states’ Interstate highway maintenance
programs. At the completion of this review, FHWA plans to reassess the
type of information that should be provided to the states. FHWA plans to
issue a final policy statement on life-cycle cost analysis by the end of 1995.
(GAO/RCED-94-198)

In reporting on the Federal Railroad Administration’s Track Safety
Inspection Program, we recommended that the Administration provide
guidance to track inspectors on options available when excepted track
deficiencies constitute an imminent threat of derailment or another safety
hazard. S